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AMERICA’S 


BUILDING INDUSTRY 


Great in War... 


It Will Be Even Greater 


in Peace 


@ You — the business men of America 
— through the demands made on you 
for wartime production miracles, gave 
the building industry its “baptism of 
fire’ in our country’s greatest emergency. 

You wanted factory buildings and 
houses for war workers—built to last, 
yet built with speed undreamed of be- 
fore. You asked for a building miracle 
— and you got it! 


In record time, new and improved 
materials began to pour from mills and 
factories. New techniques of construc- 
tion were mastered and applied by the 
men on the job. 


Twenty years ago, “Celotex” was only 
one insulating material . . . one small 
item in the construction of a building. 
But when war came, The Celotex 
Corporation was ready with a complete 
line of materials touching every phase 
of construction. Products bearing the 
Celotex name built walls, partitions, 
floors, roofs, ceilings. Other Celotex- 
made materials brought machine noises 
under control, contributing greatly to 
the efficiency and health of war workers. 


Typical of the drive and vision that 
made the building industry great in war 
were the many new and improved mate- 
rials developed by Celotex. They are 
ready right now to make this industry 
even greater in peace. And the future 
of this peacetime industry is fabulous. 


Already we know that more than 
1,500,000 American families intend to 
build homes as soon as restrictions are 
lifted. Practically every home and 
building will need repairing or remodel- 
ing. In Britain, one building in five 
will have to be rebuilt. Other war-torn 
areas will be crying for reconstruction. 
New territories will be built up into 
thriving centers for the new world trade 
to come. 


The Celotex Corporation, with fac- 
tories here and abroad, will play an im- 
mediate and important role in these 
markets of tomorrow. For, here at 
Celotex, there will be no conversion 
problem such as other industries face. 
Our machines are ready, and there will 
be no lag in getting started once the 
signal is given. 


CELOTEX 
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Pin-up picture for the man who “can’t afford” 


to buy an extra War Bond! 


‘OU’VE heard people say: “I can’t 

afford to buy an extra War Bond.” 
Perhaps you’ve said it yourself... with- 
out realizing what a ridiculous thing it 
is to say to men who are dying. 


Yet it is ridiculous, when you think 
about it. Because today, with national 
income at an all-time record high... 
with people making more money than 
ever before . . . with less and less of 


things to spendemoney for. . . practi- 
cally every one of us has extra dollars 
in his pocket. 

The very Jeast that you can do is to 
buy an extra $100 War Bond... above 
and beyond the Bonds you are now 
buying or had planned to buy. 

In fact, if you take stock of your re- 
sources, and check your expenditures, 
you will probably find that you can 


buy an extra $200... or $300...o0r 
even $500 worth of War Bonds. 


Sounds like more than you ‘“‘can af- 
ford?” Well, young soldiers can’t afford 
to die, either . . : yet they do it when 
called upon. So is it too much to ask 
of us that we invest more of our money 
in War Bonds... the best investment 
in the world today?’ Is that too much 
to ask? 


WE BOUGHT EXTRA WAR BONDS 
* 


Let’s all BACK THE ATTACK! 


This is an official U. S. Treasury advertisement — prepared under auspices of Treasury Department and War Advertising Council 
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C. G. Wycxorr, Publisher 


BUDGET FOR VICTORY ... The Federal budget esti- 
mates total Government spending for the fiscal year be- 
ginning next July 1 at approximately $100 billions and 
puts tax revenue at not quite $41 billions. The spending 
estimate, as the President himself emphasized, is highly 
tentative. Although no one can predict just when Ger- 
many will be defeated, there certainly seems to be basis 
for hope that it will be well before July 1, 1945. If so, 
spending for the fiscal year may be very substantially less 
than the President budgeted. 

It would be folly for the Government not to make its 
plans without careful allowance for the worst contin- 
gencies. But, on the whole, the “breaks” in the war are 
likely to continue to go our way and even more so than 
in the Government’s fiscal year which began last July. 
War spending in this yedr has proved somewhat less than 
the President’s estimate as of January, 1943; while tax 
intake has been above his estimate. Although there are 
no certainties in war, it would be rather surprising if 
the deficit for the coming fiscal year proves to be as 
large as the President allows for. 

The money costs of this war are, indeed, huge but in 
a struggle for national survival they can not be ques- 
tioned. There never has been an “economical” war. The 
cheapest course open to us—cheapest in lives and money 
—is to win as quickly as possible; for only after victory 
can we hope to briug the Federal budget under an ade- 
quate degree of control. Meanwhile, Mr. Roosevelt 
tentatively projects a Federal debt of $198 billions by 
the end of next June, and of $258 billions by the end of 
June, 1945. 

One rather interesting aspect of this situation is that 
today conservative bankers and business men appear to 
contemplate these gigantic debt figures with reasonable 
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equanimity—if we can judge by their published remarks 
—whereas a few years ago they professed to believe that 
New Deal deficits of $3 or $4 billion a year would bank- 
rupt us all. Of course, there is somewhere a safety limit 
to Federal debt expansion but no one knows just where 
it is; and it is to be hoped we shall not have to go far 
enough to find out. As for our opinion of the Govern- 
ment’s credit, it should suffice to say that the editors of 
The Magazine of Wall Street will add some more war 
bonds to their safety first investments in the current 
drive; and we urge all readers to do likewise. 


PROGRESS ON RECONVERSION ROAD ... . In less 
than two months, Bernard Baruch and his assistant, John 
Hancock, chairman of the Joint Contract Termination 
Board, have succeeded in framing a uniform contract 
termination clause such as procurement agencies had been 
unable to agree upon in a year and a half. Salient points 
of the Baruch plan are (1) that payments for terminated 
war contracts may be made where sums are agreed to by 
negotiation, or (2) that settlement may be made through 
application of a specified formula. Under the latter, 
effective immediately, all completed work is paid for at 
the contract price; on uncompleted work a maximum 
profit of 6% is allowed, and a maximum profit of 2% on 
unprocessed inventory to cover storage and costs. 

These terms are generally hailed as fair, even generous 
as far as the last mentioned provision goes. But benefits 
arising from final establishment of this ruling transcend 
the purely monetary aspect. More than half a dozen 
agencies for months have attempted without success to 
arrive at a standard but flexible termination clause and 
in the interim war contractors have been floundering in a 
morass of uncertainty. By cutting through existing red 
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tape, Mr. Baruch and his assistant at once have greatly 
narrowed the area of negotiation. They also provided 
business men with a yardstick, sorely needed, and inci- 
dentally with a welcome contingent asset which should 
stand them in good stead when reconversion gets under 
way. 

Most important, perhaps, they thereby made important 
progress towards eliminating delays for contractors in 
getting their moncy; and, conversely, in an employee's 
getting a job. Upon prompt and efficient contract settle- 
ment rests the difference between distressing unemploy- 
ment after the war or industry’s rapid reconversion to 
peace time production. The ruling, besides providing a 
“ceiling,” should greatly speed the entire process of get- 
ting plants back to normal when war orders cease. 

One major point, however, and a good many lesser 
ones, still remain to be settleld. The former is the awk- 
ward problem of physical removal of Government prop- 
erty from private war plants. Here, too, a speedy decision 
is urgently required to aid Lusiness in planning efficiently 
for the future. Fortunately, prospects are that this deci- 
sion will not be much longer delayed. Mr. Baruch is said 
to be working on a plan for a 60-day deadline within 
which the Government must act, meanwhile permitting 
manufacturers to go ahead on their own responsibility. 


RUBBER POLICY ... The press recently brought to 
attention that despite the shortage of natural rubber and 
the continuing shipments of our synthetic product to 
England under lend-lease, Britain appears to be hinder- 
ing full production of Indian rubber plantations. Re- 
gardless of motive, whether deliberate or inadvertent, it 
is said that British policy has operated to restrict the work 
of Indian planters by directing their purchase of certain 
essential supplies to high-priced British sources, by ham- 
pering deliveries of other materials from American ex- 
porters and fixing prices for them at an unprofitable level. 
Apparently the “sterling area’ regulations of the British 
in India and the “joint area” agreements with the United 
States permit a situation where producers are overcharged 
for their supplies and underpaid for their rubber, thus 
effectively precluding expansion of output so sorely 
needed in the interest of the war effort. 

With our Government spending vast sums to bring 
natural rubber out of South American jungles, such a 
situation makes no sense and indeed takes on special 
significance. On the one hand, we are forced to pay 45¢ 
a pound for Brazilian rubber, besides expending millions 
to create a synthetic rubber industry. On the other 
hand, Indian production is apparently held down by 
red tape of a particularly vicious sort and by area regu- 
lations which at least in this instance work greatly to 
our detriment. 

This tends to highlight the complexity of the rubber 
problem we are likely to face after the war when British- 
Dutch interests can be counted upon to do everything to 
restore their erstwhile monopoly position, in the past so 
costly to American industry and *American consumers. 
Fortunately, there is reason to believe that we are be- 
coming increasingly alert to this possibility. ‘Thanks to 
the creation of our huge synthetic rubber industry, we 
now possess a bargaining factor likely to weigh heavily 
in the scales. We trust it will be used effectively in our 
own national interest. Above all, we should never again 
be allowed to become totally dependent on rubber im- 
ports. To this end, a substantial part of our synthetic 





industry should be retained in active operation after the 
war to safeguard our future position. 


THE BRITISH AND THE ARGENTINE ... It is hard 
to reconcile the very great economic power of the British 
in the Argentine, where they hold important interests in 
industry, transportation and public utilities, with the 
anti-American and pro-Axis policy in that country. ‘This 
situation has been a sore spot from the beginning and 
responsible for our inability to weld the South American 
nations into complete unity. Our answer was the eco- 
nomic development of Brazil, and resultant fear of post- 
war rivalry has led the Argentine to intrigue. 

We have already witnessed the fruits of the latter in 
the form of an overturn of the Bolivian Government. A 
plot to bring about a revolt in Peru was stymied in the 
last minute, and now we hear of an attempted move to 
stir up revolutionary unrest -among the large Japanese, 
Italian and German populations in Brazil where these 
nationalities represent important segments both in num- 
ber and influence. 

At the same time, we find that although we are paying 
for Argentine beef as lend-lease to the British, the latter 
refuse to forego this market and replace this beef with 
American pork as recently suggested by us. Possibly 
sober questions of supply account for this attitude; still 
this appears to have been taken fully into consideration 
when the proposal was laid before the British. Thus 
one cannot help but feel that the intrigue in this situa- 
tion is hardly apt to fill Americans with a great deal of 
confidence at this crucial time. For this reason alone, it 
is to be hoped that the situation will be fully clarified 
for us before long. 


MANPOWER NEEDS LESSENED ... It is now evident 
that earlier estimates of 1944 labor needs were exag- 
gerated considerably. Because of cut-backs in various 
types of war orders it is presently believed at Washington 
that war industry employment next July will be at least 
goo,ooo less than had been figured a few months ago. 
Moreover, personnel needs of the emergency Federal 
agencies—including civilian employment by the Army 
and Navy—are also less than had been anticipated, less 
by about 300,000. Whether due to changed conditions or 
Congressional agitation over “padded” agency payrolls, 
the agencies now promise to hold employment at the 
level of last July. 

Nevertheless, the strain is not over. The armed forces 
expect to take 2,000,000 additional men by summer; and 
some industries, notably aircraft, transportation and coal 
mining, need more workers badly. Thus far the unem- 
ployment due to war production cut-backs is relatively 
small and localized. On balance, the Bureau of Labor 
Statistics figures that for the twelve months ended July 
next it will be necessary for about 1,500,000 more persons 
to have been‘added to the labor force. As 4,200,000 were 
added to the labor force in the preceding year, the Bu- 
reau concludes that the supply of workers for the nation 
as a whole will be “more than adequate.” 


THE MARKET PROSPECT... Our most recent in- 
vestment advice will be found in the discussion of the 
prospective trend of the market on page 386. The 
counsel embodied in the feature should be considered 
in connection with all investment suggestions, else- 
where in this issue. Monday, Jan. 17, 1944. 
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PERILOUS CROSS CURRENTS 


All the accumulated evidence leads to the conclusion 
that 1944 will be a particularly critical year for us at home 
and abroad. For, despite all talk about the power of the 
multitude, it is leadership which makes or breaks the great 
masses. 

At the moment, only Stalin and Chiang Kai-shek of the 
four leaders sit firmly in their saddles. In Britain, the ill- 
ness of Winston Churchill is bound to produce a new po- 
litical situation with all the uncertainties that that implies, 
since he will no longer alone be able to carry the great 
burdens of the war and peace on his shoulders. ‘These 
responsibilities will undoubtedly have to be shared, and 
the-two candidates are Anthony Eden and Clement Attlee. 
Mr. Eden, despite his capacity, would make a weak sub- 
stitute for Winston Churchill, while Mr. Attlee’s ascension 
to great power might bring changes not to our liking. 

In our own country, Mr. Roosevelt will be standing for 
re-election, in itself a disturbing factor in our foreign rela- 
tions—while a Republican victory is likely to dsturb 
greatly existing relations and not only affect the course 
of the war, but greatly change the aspects of the peace. 
In view of the isolationist attitude among influential 
Republicans, the fear exists abroad that it does not mat- 
ter which candidate is elected if the Republican party 
wins. 

We had evidence of such a fear in Russia’s apparently 
illogical attack on Mr. Willkie. It must be clear that the 
objective was not Mr. Willkie, whose support by the 
“Old Guard” is nil, but the distrust of some of those who 
are sponsoring Mr. Willkie—Henry Luce of Time-Life- 
Fortune, now éxpanding his power into radio and the 
movies, because of his attitude on politics and his views 
regarding our post-war policies — and Representative 
Clare Luce, who has expressed herself in a way that has 
aroused considerable irritation abroad. 

On the other hand, it is assumed that the election of 
Mr. Thomas Dewey would bring uncertainty as to the 
post-war foreign policy of the United States and to what 
extent we are likely to participate in post-war rehabili- 
tation and political alignments. 

Any realist can readily understand how, on the back- 
ground of such political uncertainties, Russia or Britain 
would hesitate to accept the assurance of the present 
Government regarding future commitments. We are al- 
ready feeling the effects of the domestic political situation 
in neutral quarters, as well as in South America. 

And it is bound to have unfavorable repercussions on 
our plans for ending the war this year. As the matter 
stands today, the only major battlefield is on the Russian 
front, so that a decisive victory there would put the Rus- 
sians in a position to*settle themselves in the areas stra- 
tegic to their interests. And if this happens before an 
invasion of the Western front takes place, it is quite pos- 
sible that the political uncertainties In our country might 
cause Stalin to act in accordance with what he believes 
will mean the security for which millions of Russians 
have shed their blood in this war. So it seems that while 
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politicians are jockeying for power, Russia and Britain, 
too, will work out their own salvations, leaving us to 
stew in the juice of the short-sighted brew we are cook- 
ing. Russian plans and British plans today seem to call 
for dividing Europe between them into two spheres of 
influence. 

In the meantime, we are relying mainly on air warfare 
to knock out Germany. The British have only three mil- 
lion men under arms to fight the war all over the world 
and to protect the very vulnerable British Isles. ‘The 
same is true of our armies, which have performed 
miracles due to the genius, ingenuity and stamina of our 
men. 

The Germans, of course, are utilizing the political con- 
fusion in our country to bolster their military and 
political fronts. Since their one hope lies in negotiated 
peace, we can expect that they will move heaven and 
earth to prevent being knocked out, so that they can see 
the way the wind blows after election. 

An isolationist Republican administration would help 
the German cause greatly, (Please turn to page 430) 
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Market Action to Take Now 


The near-term market prospect appears favorable but intermediate 
and longer trends are questionable. Our general policy remains 
one of caution as regards investment purchases for appreciation. | 


PART | —THE BASIC AND TECHNICAL FACTORS 
PART II—VARYING GROUP AND INDIVIDUAL TRENDS 


BY A. T. 


Tue market at this writing has maintained a selective 
upward trend for some six weeks. That is not excep- 
tional. Much more often than not on the long back 
record, December-January have been more or less favor- 
able market months. Seldom, even in bear markets, 
is there important decline in the averages at the present 
time of year. Fairly often—even when, as now, the aver- 
ages are in an intermediate range of indetermination 
rather than an unquestioned major phase of advance— 
these January rises extend into February. 

If there is a spot of trouble ahead for the market— 
and it remains to be seen—it would be consistent with 
well-defined seasonal habits for it to develop before the 
end of February and to extend into March and April. 
In the present instance this tentative projection seems to 
us to merit respectful consideration for reasons other than 
mere seasonal precedent. 

In the first place, it is yet to be demonstrated—by rise 
in the averages above the highs of last July—that this 
advance can be accepted as representing a sustained ma- 
jor trend. If it is not a sustained major trend—thereby 
differing from the technical pattern at this time a year 
ago—it will necessarily falter in due time. 

On the technical evidence, we are dubious that it is 
anything more than a limited recovery within the ap- 
proximately 16-point range in the Dow industrial aver- 
age marked by the high of July and the low of November. 

In the relatively near future there is to be answered the 
most decisive military question of the war: the outcome 
of the long-prepared major Allied invasion, or invasions, 
of the Continent. A huge new war-bond drive is just 
ahead of us. The President has taken a positive stand 
against further price inflation and will fight for this posi- 
tion. Although the supply of investible funds is very 
large, it is no longer being cumulatively swollen by Fed- 
eral deficit financing through the commercial banks at 
anything like the rate of 1942 and much of 1943. New 
orders for both capital goods and consumer goods have 
been declining. To cite one prominent example which 
can hardly be exceptional, General Electric had $450,- 
000,000 worth of war-work contracts cancelled in 1943, 
and new orders in the final quarter were 76 per cent less 
than in the final quarter of 1942. 


MILLER 


The outlook for industrial volume this year is obvi- 
ously far less clear-cut and assured than it was in 1943. 
It is quite possible—perhaps probable—that cancellations 
will assume major proportions within the second half- 
year. Meanwhile, shifts and cut-backs in the arms pro- 
gram will affect many individual companies, and nobody 
can foretell when they will come or just what companies 
they will involve. 

The market in 1943 had the aid of a rising trend in 
corperate profits—an average increase of about 16 per cent 
for industrials. It is questionable—in fact improbable— 
that it will have equal aid this year. We doubt that in- 
dustry in the aggregate will earn more this year than last. 
It may earn moderately less—allowing, on the one hand, 
for substantial decline in volume if military events be- 
come decisively favorable by summer; allowing, on the 


other hand, for the mitigating influeice of the “tax | 


cushions” affecting corporate profits. 

Hence it seems to us that a sustained major rise in the 
market averages at present could only be founded on a 
bullish consensus of expectation as regards the post-war 
—and post-transition—potentials of business volume and 
profits and on a conviction that the average stock is now 
attractively priced in relation to those longer-range po- 
tentials. It may be argued that present earnings are good 
enough to warrant higher average prices. We doubt it. 
Bull markets are never founded on a status quo—as re- 
gards earnings or anything else—but on expectations for 
the future. 

The longer-pull bullish expectations may be entirely 
correct. We rather think they will so prove to be. Nev- 
ertheless, there is a practical and realistic question of 
timing involved. 
and corporate tax reduction—eventuate? This is a tough 
question—so tough, in fact, that nobody can give a con- 
fident answer. 
spots that it isn’t a picture at all. When will the war in 
Europe end? When will Japan be beaten? How long, 
on the average, will be required for the reconversion of 


industry? (As this is written we note, side by side in the | 


New York ‘Times, two statements by supposedly qualified 
students of the reconversion problem—one saying that 56 
per cent of the major companies can reconvert within 
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SIGNIFICANT GROUP VARIATIONS IN MARKET READJUSTMENT 


(Figures Represent Per Cent of 1942 Closing Levels) 


1943. Aug. Next Nov. 1943 
High Low Rally Low Close 
273 Stocks 165 144 156 134 146 
Farm Equip. 148 129 139 126 142 
Aircraft 130 103 109 86 91 
Air Lines 149 125 139 112 116 
Amusements 189 162 179 145 166 
Auto. Ace. 171 141 152 126 143 
Autos. 217 177 192 159 182 
Business Equip. 150 128 142 123 133 
Chemicals 125 114 118 109 114 
Construction 163 139 151 131 142 
Containers 136 119 131 126 142 
Copper & Brass 125 108 tit - GF 99 
Dairy Products 136 127 134 126 130 
Drugs 176 157 166 156 159 
Finance Cos. 146 134 138 128 134 
Food Brands 154 141 146 134 144 
Food Stores 125 118 125 119 122 
Furniture (a)181 145 (a)181 148 164 
Gold Mining 


(b)164 129 (b)164 134 150 
Liquors 149 135 152 

(a) High Made Week Ended Sept. 25. 

(b) High Made Week Ended Oct. 2. 


1943. Aug. Next Nov. 1943 
High Low Rally Low Close 
Machiner 135 121 133 118 127 


Mail Orders 
Meat Packers 


Non-Ferrous Met. 140 119 130 108 112 
Paper 149 127 148 132 147 
Petroleum 163 144 153 135 143 
Pub. Utilities 251 198 234 188 212 
Radio 216 176 194 157 178 
Rail Equip. 175 142 154 136 162 
Rails 185 150 163 129 143 
Shipbuilding 114 85 97 73 85 
Soft Drinks 170 153 162 145 161 
Steels 138 119 125 109 114 

ugars 146 117 128 114 130 
Sulphur 109 99 100 90 90 
Tel. & Tel (d)171 150 (d)171 150 155 
Textiles 178 148 156 130 143 
Tires (c)167 144 (c)167 139 159 
Tobacco 130 118 124 110 115 
Variety Stores 128 120 127 114 120 


(c) High Made Week Ended Sept. 18. 
(d) High Made Week Ended Oct. 30. 
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three months after the end of the war; the other saying 
that, on the average, reconversion will require a year. 
Accept either statement you like and it still does not an- 
swer the question. Three months or a year after the end 
of which war?) 

Despite a world of talk, only a very small start has so 
far been made in Government planning for demobiliza- 
tion and reconversion. There are many blind spots here 
as to future Federal policy; and many battles coming up 
between the President and the Congress on many of the 
broadest questions of national policy. (Incidentally, you 
may be interested to note—though it is, of course, any- 
body’s guess whether 1944 will “conform’’—that a recent 
study of election year markets for more than a century 
since 1832 by Economist Leonard P. Ayres, shows, as 
“average performance,” a rise in January to mid-April, 
decline to mid-July, rise thereafter.) 

Against the general background sketched here, any 
honest analyst must emphasize the difficulties involved 
not only in forecasting general market trends but in 
selecting individual securities for longer-term investment 
holding. Many companies, which didn’t fare so well 
under normal pre-war competition, are doing well today 
for reasons beyond their control and which do not neces- 
sarily rest on individual efficiency and foresight. It can 
be taken for granted that there will be great shifts in 
comparative company positions after the war, with di- 
versification in new lines emphasized more than ever 
before. There will be unpredictable variations during 
the rest of the war as regards order cut-backs, contract 
renegotiation, etc. There will be unpredictable shifts 
in reconversion status in that vague twilight phase of 
transition between full war and full peace, with the 
Government yet to decide how to handle equitably the 
problem of permittmg one company—whose war con- 
tracts have been cancelled—to resume civilian production 
while a competitor must wait additional months while 
finishing war work needed in the struggle against Japan. 

Some selection clues can be had, of course, by study 
of superior or inferior market action by stock groups and 
by individual issues, as we will explore in Part II of this 
article.. But, obviously, this technical approach is much 
better suited to short or intermediate-term speculation 
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than to long-pull investment. The consensus of opinion 
reflected in stocks which individually are making new 
bull market highs may or may not be “informed.” The 
strong stocks of today may or may not be the strong stocks 
six months or a year hence. And should there be any 
important decline in the averages, these “outriders” will 
scarcely be immune to it. 

For the present, volume indications are generally fa- 
vorable—tending to shrink on the minor recessions, to 
expand on the rallies. But thus far even on the best 
days the volume evidence is far from dynamic. 

The rise from the November low has been not only 
highly selective, but generally slow and cautious, thus 
preserving technical strength. It has consisted to date 
of two step-ups, with more time spent in consolidating 
brief periods of moderate advance in the industrial aver- 
age than in forward motion. In the first ten days of De- 
cember there was a rise from November low of 129.57 to 
135. The market spent the rest of December idling back 
and forth in the 134-136 range. In the first three trading 
days of January, there came a further step-up to 138.65. 
At this writing, nearly two weeks later, the latter figure 
has yet to be topped. We think it probable that it will 
be topped very shortly—but there is resistance at 140 and 
more resistance at 142 and still more at 144-146. 

Thus, the time-consuming pattern of moderate step- 
ups and extended periods of consolidation seems likely 
to continue. And unless it develops considerably more 
momentum than is yet indicated it conceivably could 
extend well into the winter before answering the ques- 
tion whether it can better the September rally high of 
141.75, much less the high of last July. 

Therefore, we can not at present take a generally bull- 
ish view of market trend prospects; and we continue to 
believe that, as regards purchases for longer-term appre- 
ciation, caution should be the rule both as concerns 
selection and, even more so, retaining a conservative 
liquidity of reserve funds. 

Widely published rumors—trumpeted from Moscow but 
officially denied by the British—of German-British peace 
feelers had only slight immediate market effect. It re- 
mains to be seen what will be the longer effect of this 
unpleasant—if not sinister—affair. 
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PART Il 


Of all present group divergences, the much improved 
performance of the railroad stocks is the most notable. 
The Dow rail average made its bull market high in the 
last week of July. In ratio to the industrial average, how- 
ever, it made its high last May. Thereafter, to the end of 
1943, it remained on the laggard side. However, the rela- 
tionship has been reversed in January. As against their 
previous rally high of 35.53 on Oct. 27, the rails at this 
writing have reached 35.77 and strong volume indications 
suggest probability of further advance. On a percentage 
basis, however, they are still substantially under last July’s 
top of 38.30. ° 











RESISTANCE INDICATIONS 
IN INDIVIDUAL STOCKS 


August November Recent 
Low Low Price 
Allied Stores 12 1334 14% 
American Can 80 80!x 84 
merican Chain 21 2134 233% 
Am. Crystal Sugar 14 1416 1434 
Borg Warner 3134 32k 3434 
anada Dry 21 21 2416 
J. S. Case 107 11814 3615 
Coca Cola 110 112 11414 
Container Corp. 1814 1834 213% 
Colgate-Palm. 1934 2134 23% 
Crane Co. 181k 1814 193¢ 
Crown Cork 2514 2634 28 % 
Dome Mines 1934 1934 2434 
Elec. Autolite 335% 3434 38 
Flintkote 18 11% 1954 
Greyhound 171% 174% 21 


Hercules Powder 
Inland Steel 


Inter. Bus. Mach. 161 
Best Foods 14 14 1534 
Homestake 3614 365% 4134 
Swift & Co. 25! 2 25 y 2 2734 
Inter. Paper 1014 1114 14 
Johns-Manvilie 7916 81 89 
Kruger Grocery 30 31 325% 
May Dept. 5134 531% 53 
Melntyre-Por. 42\y 4514 49 
Minneapolis-Hon. 6414 6634 714 
Nat. Cash Reg. 253% 25 29 
National Dist. 291% 2914 31 
National Lead 16 11% 1914 
Newport Ind. 1414 1534 v7 
Parke-Davis 29 30 2934 
Procter & Gamble 53 5334 57 
Pullman 321% 34 381% 
Purity Bakery 1814 1814 17% 
Safeway Stores 4116 4114 444 
Sears, Roebuck 7814 19% 87 
Foster Wheeler 14% 1434 1614 
——— Pump 1834 1914 21 
erve ; 145% 154% 1744 
— Co. 2134 23 261% 
piege 54 53¢ 63% 
Studebaker 10 11 141% 
United Drug 114 121% 1334 
United Fruit 6814 691% 171% 
U. S. Gypsum 67 68 7334 
U. S. Smelting 5136 53 56 
Youngstown S. & T. 34 34144 374% 
Norfolk & Western 178 17814 1853¢ 
New York Central 15% 1434 15% 
Del. & Hudson 1214 125% 20% 
Columbia Gas & Elec. 33% 53% 4% 
Engineers Pub. Service 6% 6% 914 
Pacific Gas 283¢ 285% 303% 
Pacific Lighting 3914 3914 42 
estern Union A 3434 4014 4214 
An. Tel. & Tel. 150 151% 15614 














Rails, like steels and other “heavy industry” stocks, are 
usually “late movers.” Whereas the industrial average has 
often in the period since 1933 signalled important ad- 
vances, without “confirmation” by the rail average or with 
quite belated “confirmation,” this is the first instance in 
some time that the rail average has bettered a previous 
intermediate rally high in advance of the industrials. In 
the event that the rails on this move eventually better 
their July high, with the industrials failing to do so, that 
would not, of course, carry major trend implications; 
and would probably be followed by reaction in both 
averages. 

On this point of divergence in the Dow averages, it is 
interesting to note that the utility average—after holding 
wuch better than the industrials or rails in the long 
period of market readjustment during the second halt of 
last year, as has been several times pointed out in these 
articles—in the first week of January pushed ahead to a 
new major recovery high. This average for some years 
has been addicted to “going its own,” usually in an un- 
spectacular kind of way. Utilities are clear-cut ‘peace 
stocks,” without reconversion, renegotiation or contract 
termination problems; and most of the better grade 
situations still yield dividend returns that attract per- 
sistent investment buying. So far as operating companies 
are concerned, further rise seems wholly a matter of what 
generally conservative investors are willing to pay for 
favorable—but non-dynamic—earnings and dividend po- 
tentials. In the writer’s opinion, near-term and longer- 
term appreciation prospects are on the moderate side. 
And the performance of the utility average can not be 
taken as a significant omen in relation to the question 
whether the Dow industrial average, or this publication’s 
broad average of 283 stocks, is likely to extend this rally 
into a major advance above last summer’s high. 

In relation to current earnings, rails are among the 
cheapest stocks in the market. If there is to be a period 
of sustained good business for several years after the post- 
Hitler transition period is negotiated, rails are also 
among the cheapest stocks on that basis. Most are now 
far under their best market levels of 1936 and 1937, 
when earnings per share were a fraction of what thev are 
now and when debt position and financial liquidity were 
nowhere near as strong as at present. Certainly a plausi- 
ble case can be made out for post-war earnings higher 
than in 1936-1937, and for eventual price-earnings ratios 
considerably higher than now. But until quite recently 
rails were regarded as ‘“‘war stocks’ by the general run of 
speculative-investors; and it remains to be seen whether 
the current improved market action represents a lasting 
reversal of this view. If not, rails—and other “war stocks” 
which recently have rallied—may again prove vulnerable 
when war events revive “early peace” psychology. 

In the table at the top of page 387 we list 40 stock 
groups, with 1943 highs, August lows, next rally highs, 
November lows and year-end closing levels—all indexes 
converted to percentage of 1942 closing levels. Our pur- 
pose is not only to picture divergent trends but to note 
what extent superior resistance on a reaction test can be 
taken as a valid guide in selecting stocks for appreciation. 

On the November low our broad weekly index fell to 
134 per ecnt of the 1942 closing level, against 144 on the 
August low. The following groups on their November 
lows held approximately at or above their August lows: 
Containers, dairy products, drugs, food stores, furniture, 
gold mining, liquors, mail orders, paper and telephone 
and telegraph. But out of these ten groups only five 
advanced more than the market from the November low 
to the year-end: Containers, furniture, gold mining, 
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liquor and paper. Moreover, in the first half of January, 
out of these five only two groups—gold mining and drugs 
—have done better than the market. 

Out of the ten groups that showed superior resistance 
at the market’s November low, thus reflecting better than 
averaging buying demand, containers, food stores, furni- 
ture, paper, and. telephone and telegraph have held in 
line with the broad average to date in January; while 
liquors and mail order stocks over the same period have 
done worse than the average. 

A particularly interesting divergence from general 
irend is seen in the fact that the furniture, gold mining, 
mail order, meat packing, telephone and ‘telegraph and 
tire stocks made their 1943 highs subsequent to the gen- 
eral market’s August low. The furniture group made its 
top in the week of September 25; gold mining in the 
week of October 2; mail order stocks, meat packers and 
tires in the week of September 18; and telephone and 
telegraph in the week of October 30. 

Certainly on the record, superior reaction resistance of 
individual stock groups is a far from infallible indication 
of short-term and intermediate term appreciation poten- 
tials. Especially where there has been a very large prior 
rise—as for example notably in liquors and mail order 
stocks—common sense investment judgment, regardless of 
technical indications at the moment, wonld suggest cau- 
tion on the part of buyers. 

Looking at the other side of it, some of the groups 
that showed either average resistance or worse than 
average resistance on the market’s November decline 
have been stronger than the market this year. That is 
especially so of rails, radio, auto accessories and steels. 
The move in steel does not look very robust, but may 
go further. 

Technical action of a few other groups is worth briel 
comment. Farm equipments have persistently kept 
“ahead of the market” on most of the great advance from 
the lows of 1942 and further widened the gap on a rela- 
tive basis in the fourth quarter right to the year-end. 


Although in the first half of January it has no more 
than held even with the industrial average, there are no 
technical indications to suggest the group is “through.” 

Although the aircraft stocks have rallied from their 
low, they have not done as well as the market since No- 
vember 30 and have merely kept even with the broad 
average to date in January. Although they previously 
advanced much more than average, the air transport 
stocks have been much worse than average over the past 
six months and continue to look technically dubious. 
Such familiar laggards in relative market action as chem- 
icals, copper and brass products, non-ferrous metals and 
shipbuilding show no significant current betterment in 
technical action. Amusements, long better than the 
market, have moved “in line” with the broad average so 
far this year. Other “average” groups on early 1944 per- 
formance are automobiles, business equipment, construc- 
tion, finance companies, food brands, oils, rail equip- 
ments, sugars, textiles, tobacco and variety stores. Ma- 
chinery, on January evidence to date, is a “worse than 
market” group. 

On page 388 we tabulate more than filty individual 
stocks which on the November reaction held approxi- 
mately at or above their August lows. Many of these on 
subsequent performance have done somew hat better than 
average—but, as in the case of the industry groups dis- 
cussed heretofore, there have been so many exceptions as 
to indicate that this technical approach to stock selection 
on the basis of superior resistance to reaction has many 
pitfalls at least with respect to intermediate timing. It is 
interesting to note that among the many stocks making 
new 1943-1944 highs over the past eight or ten trading 
sessions, very few are on our tabulated list of those which 
provided “bullish indications” by holding in November 
at or above their August lows in divergence to the broad 
average. These few exceptions include Delaware & Hud- 
son, Studebaker, Engineers Public Service, Greyhound 
Bus, Homestake Mining and Swift & Co. 

Individual “bull market (Please turn to page 431) 
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Ons of the most significant changes in our economy in 
recent weeks has been the marked easing in the supply 
situation of a good many basic materials, now outrunning 
war needs. Ever since the war started, all trends were in 
one direction: to expand supplies to the utmost to speed 
the task of increasing war production. This gigantic ef- 
fort, on the whole, now appears to have reached its crest 
and though needs for war materials are still expanding 
in some items, they are declining in others as shown by 
an avalanche of contract cancellations representing to 
date an aggregate of over $8 billions. 

Many of the more recent cutbacks of war orders grew 
out of revised estimates of requirements, rather than pro- 
duction shifts, due to accumulation of stocks and a re- 
study of the war production program. As a result, the 
urge for ever greater supplies has tapered off markedly 
in many fields. More especially, the acute metal shortage 
appears definitely a thing of the past and we are now 
finding ourselves suddenly with surpluses of many mate- 
rials which only a few months ago represented painful 
bottlenecks. The presence of these mounting stockpiles is 
raising a good many problems. 

It renders progressively more acute the concern over 
how to dispose of vast stocks of metals if the European 
war should end suddenly and demand drop to a mere 
fraction of current consumption. War contractors want 
to know how to dispose quickly of their inventories. The 
public increasingly asks why some of the surpluses are 
not released for civilian goods production on a larger 
scale. These and other questions are demanding ever 
more attention in and out of Government. 
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For businessmen, the more immediate problem stems 
from the fact that many war contractors have more funds 
tied up in inventories than the net worth of their entire 
business. Unless the Government reimburses them speed- 
ily when war work stops, their return to peace-time pro- 
duction will be painfully retarded. 

As to Government, its problems are essentially two- 
fold. It must formulate ways and means to dispose of 
surplus materials and handle efficiently the staggering job 
of getting them out of factories: Even today, a major part 
of the country’s warehouse space is jammed to capacity 
with Government property. With further tapering off of 
war work, there will not be sufficient warehouse space to 
hold the vast stocks of materials, parts and surplus goods 
left over. 

Another big headache is their final disposition. Gov- 
ernment and business are opposed to widespread dump- 
ing in order to maintain orderly markets. One way out 
would be the recently advanced proposal to organize a 
Government corporation which would take over all ex- 
cess materials and sell them gradually over a period of 
years. However, ideas are still in a flux and nothing 
definite has been decided. For the moment, this problem 
is still of relatively minor proportions though progres- 
sively becoming more acute. To meet it, in its initial 
stages, the Redistribution Division of the WPB and the 
Property Utilization Offices of the Treasury Department’s 
Procurement Division have undertaken necessary meas- 
ures to channel for redistribution all surplus materials 
emanating from contract terminations or cutbacks. As 
time goes on, these materials will become a major source 
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of supply for many civilian industries, transforming 
many fields from a seller’s to a buyer’s market. 


A Turning Point 


In the wake of these developments, the public senses a 
turning point in the war-time way of life, thus far kept 
lean by raw materials shortages. With oversupplies now 
existing or in sight, expectation is that more and more 
of these surpluses will go into civilian production. But 
at least for the time being, manpower shortage is likely 
to dash many of these hopes and restrict the comeback 
of civilian goods to selective and relatively small output 
until the end of the European war. Strictly essential 
civilian production will become the first beneficiary with 
transportation, communications, farm equipment, oil 
well drilling machinery and badly needed household 
goods at the head of the list. 

Evidence of more abundant supplies of metals is on 
record in recent WPB. orders and announcements, easing 
or relaxing Government controls over a number of once- 
scarce and even quite recently super-critical materials, 
now in ample supply for all direct and indirect war re- 
quirements. This is true of copper, zinc, lead, aluminum, 
magnesium, cobalt, molybdenum, vanadium, nickel, 
chrome and others. Of these, large reserves deemed ade- 
quate for any emergency have been built up by Govern- 
ment agencies and industry. 

Production of virgin aluminum has been exceeding 
needs and scrap aluminum is piling up to glut the mar- 
ket. As a result, contracts for building three large alu- 
minum fabricating plants have been cancelled. Restric- 
tions on the use of aluminum, magnesium, copper, lead, 
zinc and most ferro-alloys have been relaxed. Rolling of 
brass for war use is slated for curtailment this month. 


Mercury and antimony are once more available for non- ° 






essential civilian use and imports are being cut substan- 
tially. Ihe Government has stopped purchases of chro- 
mite, vanadium and cobalt, put low-grade chrome mines 
in Montana on a stand-by basis and plans to reduce do- 
mestic output and imports of mercury to 70% of the 1943 
level. The broad policy is to discourage further high- 
cost production commanding premium prices and halt 
any extension of foreign purchases. Agreements of RFC 
subsidiaries with Latin American and other countries 
provide for large imports of various metals through 1946. 
Welcome as these imports have been during the long 
months of acute shortage, they are bound to plague Gov- 
ernment and industry in the next few years. 

Biggest surplus seems to shape up in steel. By early 
1944, Civilian industry may get as much as 10% of mill 
output in addition to present allotments, meaning an 
eventual total monthly supply of some 2.59 million tons 
of steel for uses outside direct and indirect war work. 
The significance of this development is best illustrated by 
the fact that average monthly consumption in the years 
1934 to 1939 was 3.68 million tons, and 2.16 million tons 
in 1934 when steel de- 
mand, however, was 
only fair. Steel men 
hazard the guess that 
civilian users could 
now consume some 4 
million tons monthly 
if manpower and fa- 
cilities were available 
for conversion into 
finished products. 

There is no way of 
accurately measuring 
the effect on such an 
increase in steel allot- 
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ments. It would not only aid steel-using civilian indus- 
tries enormously but also ease pressure on metal substi- 
tutes including wood, now one of the few remaining 
tight materials, and plastics, widely employed as a steel 
substitute for many purposes. Thus repercussion actual- 
ly may be widespread provided that available manpower 
and facilities permit substantial use of the added steel 
supply for civilian output. At present, this is still ques- 
tionable but the picture could change quickly if the 
European war were to end soon. 


Allocation of Steel Surplus 


Then, of course, the excess supply of steel would 
mount rapidly, and with quickly progressing freeing of 
manpower and plant facilities, set the pace for reconver- 
sion of most industries. Meanwhile, however, no slump 
of the present near-capacity rate of steel making is en- 
visaged. Rather, an effort will be made to use available 
steel surpluses in essential civilian production and for 
reconstruction of liberated war areas. The former may 
mean more steel for the electrical appliance industry 
where sizable civilian production programs have already 
been mapped out, notably flat irons, refrigerators, wash- 
ing machines and portable lamps. A wide range of house- 
hold utility items is also scheduled for stepped-up pro- 
duction. 

Transportation received a first quarter allotment of 

.56 million tons of steel, including nearly go,o00 tons for 
construction projects, track accessories and the like while 
the bulk is destined for badly needed rolling stock. Other 
essential industries are likewise obtaining quite liberal 
allotments but manpower and the flow of certain essen- 
tial parts frequently constitute an obstacle to quick pro- 
duction increase. 

Currently, most steel products, with the notable excep- 
tion of plates which are still required in volume for ship 
building, are in oversupply. Alloy steels are ample and 
so is pig iron, allocation of which was recently lifted. 
This shifting situation im steel demand has given definite 
impetus to post-war planning of the industry and its 





Trainload of copper leaving 
Cerro de Pasco Smelter. 













clients capable of making consumer goods. While no 
attempt will be made to disturb any facilities intended 
for war production, thinking among steel executives is 
definitely veering towards the possibilities of greater out- 
put for civilian use. As long as the Government makes 
possible the taking up of any slack in the demand of the 
armed forces by supplying more liberally essential and 
non-essential civilian industries, only incidental and 
probably quite temporary changes appear in prospect as 
far as the employment situation in the steel industry is 
concerned. Similarly, progressive employment slack in 
steel-consuming war industries should be taken up with- 
out too much difficulty by civilian goods producers 
though temporary dislocations naturally can not be 
avoided. However, until the European war ends, a fair 
balance of employment is in prospect. 

In the non-ferrous metal field, supplies and needs of 
copper are now in balance and a surplus is ahead as fair- 
ly substantial imports continue under contractual ar- 
rangements. Domestic output since 1939 has been 
doubled and last year reached the record high of 1,090,- 
ooo tons, partly by stepping up high-cost operations 
through payment of price premiums which are now pro- 
gressively withdrawn or restricted. Recent reduction in 
cartridge making has freed substantial amounts of cop- 
per and zinc destined for bullet casings, and lead used 
for bullet slugs. Some of that copper is now likely to go 
to the metal-hungry communications industry and to the 
electrical appliance industry where needs for copper wire 
are great. ‘The surplus lead may well turn up in the form 
of more batteries and cables. 

Refined copper stocks amount to some 400,000 tons, 
more than adequate to meet any forseeable combination 
of demands, and over half of them are Government 
owned. To this must be added large amounts of partially 
processed metal held by fabricators, and potential moun- 
tains of scrap which will become available when the war 
ends. By way of comparison, copper consumption in 
1939 Was 600,000 tons; in 1941 it rose to 1.60 million tons. 
Henceforth the surplus copper problem will become in- 
creasingly serious as war needs fall off, and producers 
strongly urge relaxation of conservation meas- 
ures and speedy channeling of surpluses into 
civilian industries. Some moves in this direction 
have already been undertaken. Sizable tonnages 
have been released for civilian use, notably for 
building repair-and construction, for telegraph, 
telephone and communications facilities, and it 
is suggested that more copper go henceforth to 
electric power companies. 

Aluminum output in 1943 increased over 75% 
from 521,106 short tons in 1942 to 920,000 tons 
last year, resulting in considerable excess supply. 
Symptomatic is the Government’s decision not 
to go ahead with three planned aluminum-mag- 
nesium extrusion mills, and to close down some 
high-cost aluminum production facilities only re- 
cently placed into operation. At the same time, 
aluminum scrap is a drug on the market. As a 
result, fairly liberal allotments of the metal have 
been allowed to civilian industries, mostly for 
the manufacture of. kitchenware, pots and pans, 
and for collapsible tubes but also for the con- 
struction of buses where the weight-saving factors 
of aluminum are especially important at this 
time. 

The surfeit is far less in magnesium despite the 
quadrupling of production in 1943 to a total of 
185,000 tons. War (Please turn to page 42:) 


THE MAGAZINE OF WALL STREET 

































le 
tu 
in} 
ne 
su 
in} 
mi 
pa 
wl 


sO) 
Ca 


fir 
sh 
cu 
or 
CO 
fu 
th 
va 
hi 
ol 








e no 
nded 
yes iS 
* out- 
1akes 
f the 
and 
and 
ct as 
ry is 
k in 
with- 
acers 
t be 
fair 


Ils of 
fair- 
 ar= 
peen 
090, 
ions 
pro- 
1 in 
cop- 
ised 
» go 
the 
vire 
orm 


ons, 
ion 
ent 
ally 
un- 
war 
in 
ns. 
in- 
ers 
>as- 
nto 
ion 
Pes 
for 
dh, 
eat 












































phot? 







ys 
“chal 
Allis 





Where Post-War 
CORPORATE 
FINANCING 

Will Be Necessary 





BY 












H. M. TREMAINE 








ik the preceding issue of the Magazine we discussed at 
length the war-time shifts in corporate financial struc- 
tures which are apt to have a bearing on post-war financ- 


ing needs. We have come to the conclusion that thes: 
needs, after all, may not be as large as frequently as- 
sumed but we have also cautioned against over-gencraliz- 
ing our findings. ‘This need for caution becomes even 
more apparent when individual industry groups or com- 
panies are examined, though here, too, conditions vary 
widely. 

However, before dealing with individual situations, 
some further general observations are in order to gain 
a better perspective of the results obtained from analyti- 
cal treatment of specific instances. 

First of all, it must be borne in mind that Government 
financial aid is not always fully discernible from balance 
sheets; for example, Government expenditures for pro- 
curement purposes frequently do not give rise to assets 
or liabilities. While this fact by no means renders invalid 
conclusions derived from balance sheet analysis, i: does 
further stress the role of Government credit in financing 
the war effort, and conversely, the potential need f5r pri- 
vate credit replacement to maintain a commensurately 
high level of post-war industria] activity after liquidation 
of most or all of Government credit. 
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Prior to the war, practically all funds employed in 
financing production were represented by current assets, 
the long-term debt and net worth of a company; virtually 
all these funds were furnished privately. Now the situ- 
ation often differs radically. In many industries, a large 
portion of the funds needed to finance production is fur- 
nished by the Government and at times is not directly 
reflected in the balance sheet. Against this, however, 
must be postulated that despite the price rise which oc- 
curred during the war period, working capital needs after 
the war can hardly be measured against current peak war 
production needs. No such level of activity is required 
to maintain adequate peace-time employment, admittedly 
the principal post-war goal of Government and industry. 
Just how great adequate post-war employment should be, 
and what in turn it will mean in terms of working capi- 
tal requirements, is a somewhat moot question depending 
on a variety of elements. But one thing is certain. Ab- 
solute working capital requirements after the war will 
definitely run above pre-war as reconversion of industry 
aims not so much at restoration of conditions of 1939 but 
at a post-war level of activity assuring fullest possible 
employment of all available labor. 

Another point, only lightly touched upon in our first 
article, is that of plant expansion and maintenance. As 
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Composite Balance Sheet of Eleven Steel Companies 













($ millions) 
ASSETS: 1939 1942 change 
We ebeceess = biswataussnss. $331.14 $491, 7 +$160.83 
Marketable secutities Leabmnan sation 21,54 372.75 +351,21 
Receivables, nel........cecsccccces. 262.10 365.67 +103.57 
pee... EC SPebesabbobesenepanes > 713.83 855.65 +141.82 
epee Rios ome Sule x 24.5 123.60 
TOTAL CURRENT ASSETS. ...... 1,329.52 2,210.55 +881.03 
Plant & equipment................. 4,793.62 5,340.51 +546.89 
Less depreciation.................. 2,187.59 2,703.49 +515.90 
OO ae 2,606.03 2,637.02 +30.99 
DR - iblcgerbcuseasen as 177.98 280. +102.09 
TOTAL | ERE ae 4,113.53 5,127.64 +1,014.11 
LIABILITIES: 
DUONG MOVEDED.....<.ccccccccccccce 4.57 4.56 —0.01 
Accts. payable & ene bs 246.68 315.43 +68.75 
Reserves for taxes. . — 514.88 +514.88 
her current liabs.. 55.81 F +40.46 
TOTAL CURRENT “LIABS. 307.06 931.14 +624.08 
ee See 10.2 25.5 +15.31 
Funded oo cc abcakhGes eh ex eeos 1713.94 751.05 —22.8 
Yay SS ere 134.8 275.02 +140.14 
SE bi asSeuposckusevcienseces s 2,199.20 2,177.98 —21.22 
eae 688.2 66.9 278.69 
TOTAL SERDTTI. 600000000008 4.113.53 5,127.64 +1,014.11 
WORKING CAPITAL............ 1,022.46 1,279.41 256.95 
SECURED wn 55 b06sssneccasse. 4.33 3. 89 





Composite Balance Sheet of Fifteen Tire Companies 















($ millions) 
— 1939 1942 change 
DCL ECSGa hnetboeseseeuseeses. $74.47 $74.39 — $0.08 
re Ea ee eee 1.69 6.06 +4.37 
Receivables, net...............++5. 199. 25 202.47 +80.22 
IER. Sabin 060 0'5.46-6'r'0v 0s 5-5 215.98 338.75 +122.77 
Other current assets........... 3.08 8.60 +5.5 
TOTAL CURRENT ASSETS 417.47 630.27 +212.80 
Plant & equipment. 617.81 592.40 —25.41 
Less nee. 21.99 325.93 +3.94 
a saaey-> 295.82 266.4 —29.3 
Se 22.94 110.82 +87.88 
TOTAL , eae 736.23 1,007.56 +271.33 
LIABILITIES: 
Notes payable...............0006. 4.13 21.73 +17.00 
Accts. payable & accruals.......... 75.06 108.18 +33.12 
Reserves for taxes......000--20000. oo 59.09 +59.09 
Other current liabs................. m 7.60 19.12 11.5 
TOTAL CURRENT LIABS........ 87.39 208.12 +120.73 
oO ae 0.10 82.18 +82.08 
re 1.0 0.15 .90 
Funded debt.............. 173.06 151.96 —21.10 
ae ce naeneetece’ 12.5 41.42 +28.88 
OS See 320.73 315.38 —5.35 
OSE ae 141.36 208.35 99 
TOTAL LIABILITIES. . 736.23 1,007.56 +271.33 
WORKING CAPITAL. =. 330.08 422.15 +92.07 
Cee RAMS. . occccccvcocvccsese: 4.77 3.1 —0.98 
Borg-Warner Corporation 
($ millions) 
June 30, 
—" 1939 1943 change 
Nee rere ee $9.97 $33.04 +$23.07 
Farkoteblo BOOUDNES. <cncasececces oe 6.01 +6.01 
Receivables, net 7.36 24.78 +17.42 
SUMIEINOR 00.5 0508060060 55000100+ 14.56 21.98 +7.42 
current asset: 0.12 15.37 +15.25 
TOTAL CURRENT ASSETS 32.01 101.18 +69.17 
Plant & equipment 26.42 29.22 +2.8 
se i Re Ue 
Net property...... . R 
hl 3.3 6. +3107 
TOTAL ASSETS 49.50 122.95 +73.45 
LIABILITIES 
Accts. payable & accruals.......... 4.02 13.27 +9.25 
Reserves for taxes...eeseee-eeeeeee 3.37 8.78 +15.41 
Other current liabs..............-. 0.78 32.34* +31.56 
— — Lt ee 8.17 64.39 +56.22 
SSS eae 0.07 0.24 +0.17 
none ee eee 1.44 5.83 +439 
ME Gbacech aches s sesh oesnoss 13.12 12.31 —0.8 
Samples... ccccccccceccccccccccescs 26.70 40.18 +13.48 
TOTAL SRM DUSEIED, 050000000065 49.50 122.95 +73.45 
WORKING CAPITAL............ 23.84 36.79 +12.95 
Comet REND... occsccccccccccccce. 3 1.57 —2.1 


*includes $18.20 mill renegotiation reserve and $14.14 million advances from Govt. 
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to plant expansion, so far as it was privately undertaken, 
we have found that the bulk was financed with retained 
earnings and that the number of companies which con- 
verted current into fixed assets to a potentially embar- 
rassing degree is very small indeed. Such exceptions are 
mostly found among small sub-contractors some of which 
have sunk into expansion of facilities much of their 
working capital and most of the proceeds from outside 
borrowing. After the war, they doubtless will face a 
serious financing problem; however, such cases are not 
typical. 

As to plant maintenance, deferment has accumulated 
over a wide sector of the industrial field, calling for sub- 
stantial post-war expenditures. While most war-active 
concerns managed to keep plant facilities in good condi- 
tion, many others could not, due to shortages of materials 
and manpower. Some authorities estimate that deferred 
maintenance by mid-1944 will run as high as $2 billions 
and may even exceed this amount if replacements and 
betterments are included. However, substantial reserves 
have been set aside for this purpose so that it is difficult 
to estimate potential new capital needs on this score. For 
plant expansion, on the other hand, capital needs may 
develop in such industries as chemicals, plastics and elec- 
tronics; in fact in most industries where new prcducts 
and new techniques have been perfected during the war 
and are ready for post-war introduction in commercial 
markets. Additionally, the need for plant additions.to 
handle starved consumer demand for standard products, 
notably in the consumer durable goods field, may be fairly 
widespread. 

Working capital needs during war time, we have 
found, were largely met by retention of a high percentage 
of earnings, by Government credit and V loans but the 
latter, as well as ordinary trade credit, played a relatively 
minor role. On the other hand, tax and renegotiation 
liabilities (accruals) were quite an important source of 
current funds while among Government sources of funds 
progress payments, advance deposits and Government 
financing of inventories were outstanding. Clearly, re- 


tention of earnings, unexpended reserves and normal bor- | 


rowing power were not sufficient in meeting requirements 
of war-active concerns. This is particularly true of typi- 
cal war industries such as aircraft and shipbuilding where 
advance payments, accruals and other payabies often ex- 
ceed net current assets many times, despite phenomenal 
growth of the latter, posing a first rate post-war financing 
problem. The reason of course lies largely in high taxes 
and renegotiation which prevented such companies from 
accumulating adequate liquid funds to carry on opera- 
tions without Government aid. The result has already 
been noted. It is a distinct deterioration in relative work- 
ing capital position as reflected by a drastic narrowing 
of the current ratio, indicative of the sharp increase in 
current liabilities. 

But even here, elements of strength are not entirely 
lacking. Debt as a whole has not been mounting but fre- 
quently was further reduced. ‘There has been ro infla- 
tion of basic fixed assets and the Government has 
largely assumed the inventory risk so that existing work- 
ing capital is generally well protected. ‘The gigantic war 
production effort was largely undertaken in Government 
financed emergency plants. Such unamortized facilities, 
under Government certificate, if the war ends soon, pre- 
sumably will immediately become a current asset as will 
payments still owing under Emergency Plant Facilities 
contracts. This ‘may mean an important addition to 
working capital in many cases: according to some esti- 
mates, as much as $2 to $3 billion may thereby be added 
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o working funds in the aggregate. Another contingent 
sset arises from contract termination: according to the 
atest ruling, finished goods in the event of termination 
vill be paid in full by the Government but this was to 
e expected. However, a profit of up to 6% will be 
llowed on “work in progress” inventories. Some esti- 
ate that on current basis, this may mean an aggregate 
ddition to working capital of perhaps $500 million. 
| One principal element of weakness in the working 
icapital position of industry is the fact, previously referred 
to, that working funds in many cases are inadequate for 
ee prospective high peace-time activity. This no 
oubt is an important criterion in gauging post-war 
financing needs, but, to be practical, it must be preceded 
by as complete as possible-a survey of available resources 
bs indicated in earlier paragraphs. Without it, estimates 
of post-war financing needs may easily be greatly mis- 
taken. Additionally, Government policies assume great 
significance. Contract settlement must be prompt as 
delays may seriously erode working funds. A quick flow 
of materials must be assured to speed resumption of 
peace-time production if the same danger is to be avoided. 
Should a sharp inflationary price rise eventuate after the 
war, purchasing power of available working funds would 
be cut, resulting in correspondingly augmented capital 
needs. Then, too, it must be considered that war work 
enabled many companies to achieve great if temporary 
economies in working capital due to exclusive Govern- 
ment business. 

Outside of war industries, a different set of problems 
is encountered. Many concerns, notably in the merchan- 
dising field, have piled up large amounts of liquid assets, 
arising from repayment of receivables and general inabil- 
ity to expend depreciation and depletion reserves. Thus 
a high ratio of cash aud equivalent to total current assets 
is frequently found, aided by progressive liquidation of 
inventories, replacement of which was difficult or im- 
possible. Here, greatest post-war need for funds is for 
the purpose of rebuilding inventories and taking care 





jof deferred maintenance. In the majority of cases, liquid 


assets are adequate unless we witness a very substantial 
price rise which at present at least is not indicated. 

Finally, and this applies generally, the rather generous 
carry-back provisions in the tax laws and accumulation 
of post-war refunds from excess profits tax payments af- 
ford important relief from possible stringency of working 
‘capital in many instances. 

On the whole, the positive factors cited appear to out- 
weigh the negative elements in an attempt to arrive at 
definite conclusions as to prospective post-war financing 
needs, but judgment, of necessity, must remain selective 
and surely tentative. Selective because of the great many 
variables encountered among industries and companies; 
tentative because one all-important factor is still obscure, 
that is the prospective level of over-all industrial activity 
which after all is the principal determinant of future 
capital needs. 

Thus the latter can be no more than a topic for dis- 
cussion at this juncture. The need for selectivity, how- 
ever, is readily apparent in examining individual situa- 
tions. In our last article, we analyzed war-time trends 
in corporate financial structures as reflected by the com- 
posite balance sheet of eighty manufacturers of war ma- 
terials. With certain reservations, the findings may well 
be called typical as far as the larger war contractors are 
concerned. To compare them with individual industries, 
we have prepared composite balance sheets, for 1939 and 
1942, of eleven representative steel companies, each with 
assets over $100 millions. While (Please turn to page 431) 
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Bendix Aviation Corp. 
(S$ millions) 





















ASSETS: 1939 1942 change 
Ge ae kicdecaciadedeanueucdess $3.42 = +a 
Marketable securities.........-.--. oie 5 . 
Receivables, net.........--.++-+++. 5.30 84.17 +78.87 
Inventories... ...ccccccccccccecees. 46 85.98 +76.52 
TOTAL CURRENT ASSETS...... 18.18 244.87 +226.69 
Plant & Equipment.........+++++-+. 18.23 18.79 +0.5 
Less depreciation........+++++e+++: 6.33 6.52 +0.19 
Neb BIODOHY... cccccccccccccccoss 11.90 12.27 +0.3 
Special facilities.........-.-.+++++- — 5.2 +5.20 
Other a00els.... ccccccccccccccccce 4.83 5.31 +0.4' 
TOTAL ASSETS. ....-cccccccccce 34.91 267.65 +232.74 
LIABILITIES: saad 
Notes payable.........2-ceesecees — 10.00 5 
Accts. payable & accruals.......... 4.15 34.30 +30.15 
Reserves for taxes........-+--++0- 1.28 52.22 +50.96 
Other current liabs.............---. oe 117.39 +117.38 
TOTAL CURRENT LIABS......... 5.43 213.91 +208.45 
RESERVES... cocccccccccccccccccers 0.58 12.23 +11.6 
Capital.... 10.53 10.57 +0, 
GEER akccanedsecscccecseusees 18.37 30.94 +1 2.5) 
TT a on 
WORKING CAPITAL........---. : x i 
Current Ratlo....ccccccccccccccce. 3.35 1.14 —2.21 
Allied Stores Corporation 
($ millions) 
Jan. 31 

1939 1943 change 
ASSETS: 

Meee ooecdcsteundsassaee ian: $2.17 $13.77 +$11.68 
Marketable securities............-. — 0.10 +0.1 4 
Receivables, net........-.---seee8. 17.48 16.42 —1.0' 9 
GRNMIIOIEEE: < co cocccecescccccceens 17.39 23.48 +6.0 

her current assets..............-. 0.39 0.51 +0.12 
TOTAL CURRENT ASSETS....... 37.43 54.28 +16,85 
Land & Buildings.............+--.. 42.45 40.31 —2.14 
Less depreciation.........++e++++-. 8.40 8.31 —0.09 
RIE « oc ceciccccccccees 34.05 32.00 —2.05 
CRIME radeccacvnteecnence 1.93 3.28 +1.35 
TEXTE, ASSEN « «oe cccccccecccs 73.41 89.56 +16,15 
LIABILITIES 
Wolee BAUGUER, ...<cccccccccccosss 0.80 —_ —0.80 
Accts. payable & accruals......... 6.40 10.28 +3.88 
Reserves for taxes.....0.--+++-505. 1.92 3.77 +1.85 
Other current liabs..........-..-66. 0.99 0.61 —0.38 
TOTAL CURRENT LIABS... as 10.11 14.66 +4.55 
Deferred liabs.............- 0.39 0.16 2 
Funded & long-term 20.73 23.19 +2.46 
Reserves 2.05 1.35 5. 
Capital ia 24.71 24.89 +0.18 
Surplus... 15.42 25.31 +9.89 
TOTAL LIABILITIES............. 73.41 89.56 +16,15 
WORKING CAPITAL............ 27.32 39.61 +12.29 
Current Ratio..... deeweoteruenses 3.70 3.70 —_— 

United Aircraft Corporation 
($ millions) 
1939 1942 change 

ASSETS: 

MM cechavacndguaccadvcuunucdcns $30.02 $34.20 +$4.18 
Marketable Securities..........00+. 7.38 35.0 +27.65 
Receivables, net.........seecevcee. 3.59 34.98 +31.39 
Inventories....... eeccccccccccccee 11.91 53.56 +41.65 
Other current assets...... eecsoccece 0.17 2.35 +2.1 
TOTAL CURRENT ASSETS ..... 53.07 .12 107.05 
Plant & Equipment..........eeee0s 19.21 36.08* +16,87 
Less depreciation & amort.... 6.22 28.30 +22.08 
Emergency facilities acquired —— 35.39 +35.39 
Net property............+- 12.99 43.17** +30.18 
Other assets........-eeeee. 0.99 4.99 +4,00 
12. a 8. Grae 67.05 208.28 +141,23 
LIABILITIES: 

Notes payable.............. éeneve — — ulin 
Accts. payable & accruals 6.05 32.89 +26.84 
Reserves for taxes........+. ‘ 1.89 45.36 +43.47 
Other current liabs............0008. 26.46 1.92 —18.54 
TOTAL CURRENT LIABS......... 34.40 86.17 +51.77 
Deferred liabs.......cccccccccccce. 0.02 — —0.0 
SOIREE ob cca eecedsctccces ae 34.12 +34,12 
Sa ccncccaccuccescese. a — peice 

QSENVES. cose cecccccceccerccece oe 23.90 +923.90 
Capital........ eeeesovces eadiuens 13.38 39.28 +25.90 
SE, vk cccccasecsacvcevecenes e 19,25 24.8 +5.56 
TOTAL LIABILITIES............. 67.05 208.28 +141,23 

ORKING CAPITAL............ 18.67 713.9 +55.27 

MEET TID. . cccccesescoscccese. 1.54 1.86 +0,3 


* Includes $16.04 million for basic plant facilities at cost, and $20.04 million for emer- 
gency facilities not yet amortized, 


** Includes aforementioned facilities, net depreciation and amortization, of $7.78 million 
and acquired emergency facilities of $35.39 million. 
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By E. K. T. 


To Those who expected the Treasury to make a cast iron 
commitment on the level of post-war interest rates, the 
speech by Under-Secretary Daniel W. Bell in Worcester, 
Mass., was a disappointment. Bell underscored the low 
rates at which the war has been financed; left the im- 





Washington Sees: 


Not much chance for any version of a na- 
tional service act to be adopted by Congress 
because public opinion appears split rather than 
solidly favorable. 

The $99,000,000,000 budget presented by the 
President is far more "tentative" than usual. It 
can be taken as the worst that need be allowed 
for, with a much better than even chance that 
Federal spending for the period June 30, 1944, 
to June 30, 1945, will be much less than that. 

In calling for $10,000,000,000 more in taxes in 
both of his messages in one week, the President 
was speaking for the record. He knows Congress 
will not come through, but aims to let it have the 
blame for any further rise in the cost of living. 

Compromise program likely to be adopted on 
food subsidies. The President's call for a ‘‘cost of 
food law''—a politically neat and appealing 
term—has given subsidies a new lease on life. 

Organized labor has been put on the spot. 
From all the signs F. D. R. means business. Labor 
can play ball or else, as the dopesters figure 
Roosevelt can gain more votes from service men 
and white collar workers with a tough home-front 
program than he can lose from union labor. Ex- 
pect the unioneers to pipe down cautiously on 
strikes. 

The New Deal is dead in name only so far as 
Roosevelt is concerned. Its philosophy is alive 
and moving on. Note the "second bill of rights." 
When and if the New Deal is really buried, 
F. D. R. will not be the undertaker. 











pression that those rates will at least be considered in the 
setting of peacetime levels. 


Skepticism on the part of the banking fraternity when 
36-year-old Theodore R. Gamble was appointed to head 
Treasury War Loan Drives appears dissipated. Gamble 
carried out the Treasury organization along State, instead 
of Federal Reserve District lines. Apprehension was ex- 
pressed in securities circles—openly, vigorously. Gamble’s 
files, after two successful campaigns, show contrary opin- 
ion now. 


Price control legislation, carrying with it the Office of 
Price Administration, automatically comes up for review 
shortly. The control law expires by ‘its own terms June 
30, unless re-enacted, and hearings on bills to reinstate it 
will provide the forum for a searching probe. There 
isn’t the remotest possibility that price regulation will be 
discontinued, but there will be an open season for talk. 


New Funds for operation of Government agencies and 
conduct of the war will begin flowing by the end of this 
month when Congress and the White House complete 
action on pending legislation, but the flow will not be 
as rapid as last year when actual outlays ran to about 
$115,000,000,000. Some agency economies, less capital 
outlay for war, account for the trend to saving. 


Presidential advisers wanted F. D. R. to propose a limited 
national service act to be invoked in plants where the 
President finds a strike or an interruption of work is 
threatened. He surprised some of them by going much 
further. Believe it or not, Byrnes is rumored to have 
been the most surprised of all. 


Merger of United States communications companies for 
the purpose of entering the world cable and radio field 
with a united front, instead of as competitors, is likely to 
get Federal approval. The result of such a combine, 
which would be operating and not financial, would be 
to permit these companies to benefit by treaty and post- 
war agreements, something improbable if the nine com- 
panies continue to act individually. 
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ROOSEVELT OPENS THE OFFENSIVE 
ON THE HOME FRONT 


Seldom has any message to Congress from any President met with 
such a mixed and heated reception as Mr. Roosevelt's recent remark- 
able document, with its clarion call for a national service act. 

Outside of partisan critics, whose reaction is what one would 
naturally expect, it is highly probable that most voters and most Congress- 
men agree with the general principles voiced by the President. But to 
agree on general principle is one thing; and to act in detail is 
something else again. 

The present consensus of Washington opinion—among both Demo- 
crats and Republicans—is that the Roosevelt program has scant chance 
of being adopted by Congress. -It will not be immediately tossed into the discard. 
Many members of Congress are waiting to see how public opinion "jells" on this issue. 

A strongly favorable public sentiment possibly could push the program 
through, at least in partial form. Whether this will develop remains to be seen. As 
sensible and patriotic a man as Senator Austin, Republican co-author of a universal 
service bill which has been languishing in Congress for over a year, says he will not 
press for it8 enactment unless and until he is convinced there is a substantially united 
public demand for it. 

"This must not come as a mandate from Congress to the people”, Senator 
Austin told the Military Affairs Committee. "It must arise from the people. This 
bill should move forward with the people." 

Mr. Austin's moderate view is not based on political timidity byt on the reali- 
zation that, especially at this stage of the war and especially in this election year, 
no compulsory service law for civilians could be expected to work effectively un- 
less it had a substantially united public support. That is true of any law affecting 
what large numbers of people consider—selfishly or not—to be their "personal rights." 

The national service laws of England and Canada have worked well on the whole. 
But they were adopted at a time of desperate peril to the British Empire, with over- 
whelming backing of public opinion. For the record, those laws have not entirely pre- 
vented striks. Recently British and Canadian workers have shown an increasing 
tendency to strike as confidence in victory became assured, and the tension gen- 
erated by national peril relaxed. 

On the basis of numerous official statements, Congress, organized labor and 
the general public accept it as a fact that total war production is at its peak and 
that the worst pinch of the labor shortage has been put behind. There are war-order 
cutbacks and increasing instances of localized unemployment. Gen. Eisenhower and 
other military leaders have publicly expressed their belief that Germany will be beaten 
within 1944. Various well-informed observers have publicly prophesied that war pro- 
duction and employment would probably begin to decline importantly in the later months 
of this year. 

Against this psychological background, the President's message surprised 
most people--especially the Big Shot leaders of organized labor—since it was well 
known that Mr. Roosevelt long had been adverse to any kind of a national service act. 

Why did he switch at this time? Republicans in Congress had a glib answer: 
"It's a campaign document." And: "He's playing politics." 

Of course, any President who seeks re-election mst "play politics". But 
"politics" may be smart or dumb, in the national interest or against it. His opponents 
ought to know by now that Mr. Roosevelt is a past-master of politics; that he has the 
keenest political instinct and intuition. Moreover, the President_is in a position 
--as his opponents are not~-to project his strategy on the basis of inside know- ‘ 
ledge as to what the war situation is likely to be next summer and autumn. 
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It doesn't seem to occur to critics that as the war approaches its climax 
the tough home-front program advocated by Mr. Roosevelt is "good politics" 
precisely because a majority of the people must know in their hearts that he 

is right in demanding measures calculated to insure the earliest possible victory 
and _ to safeguard against a further risky degree of inflation which, if left to 
run its course, would inevitably bring on a calamitous post-war deflation of prices 
and employment. 

If it's a campaign document it is not only wise but shrewd in ‘terms of of 
practical politics. To begin with, his advocacy of the program will offend very few 
people aside from the professional unioneers. It is to be doubted that, even if the 
program were adopted, it would alienate much of the rank-and-file labor vote. It cer- 
tainly won't offend the farm vote. It will please independents among the white collar 
voters, who will be glad to see the President make a determined anti-inflation fight. 
Finally, it will gratify a large majority of the 10,000,000 soldiers and sailors 
who feel--as service men always feel in war--that civilians are having it "to 
easy" and that the Iabor unions have been making a "good thing" out of the war. 


It is typical of Mr. Roosevelt that he has met the issue presented by a re- 
calcitrant Congress and by an unfortunate degree of national disunity on "domestic" 
matters not by placating defensive moves but by a vigorous offensive to make the 
war and the peace one problem, to combine the highest military and political 
issues. 

The President may or may not win re-election on this "platform", But there 
could not be a more effective one--for him--and as of today the odds appear cert- 
ainly in his favor. 

Take note that only recently Mr. Roosevelt "buried" the New Deal for the 
duration and announced that the slogan should be, "Let's win the war." Yet in this 
message he holds out promise of a New New Deal after the war. He calls on the country 
to establish a“"second bill of rights." Everyone should have a right to a job at 
decent pay, security, education, etc. 

The only "right" not specifically listed is the right to a fair return on 
the capital invested in busihess undertakings, other than farming. The Republicans 
could make something of this. Without the "right" toa fair return for invested Capital, 
the other rights advocated by the President could not be guaranteed in a capitalist . 
society--but only under a Government-manage-everything-society. 

On one thing about the message most everybody will agree. It has put 
the leaders of organized labor .on a guite uncomfortable spot. Although the Presi- 
dent did not specifically cite these leaders in his criticism, there can be no doubt 
that one of the most biting paragraphs in the document was aimed directly at them, and 
at the farm bloc. 

Said the President: 

"Our fighting men abroad--and their families at home --expect such a 
program and have the right to insist upon it. It is to their demands that this 
Government should pay heed, rather than to the whining demands of selfish pressure 
groups who seek to feather their nests while young Americans are dying." 

» We venture to observe that the unioneers are quite likely to pipe down on 
wage demands and strike threats and strikes for a goodly time to come. The atmo- 
sphere has become unpropitious. The union leaders don't want a national service act. 
Further strikes would at least increase the possibility of its being enacted, certain- 
ly make their opposition to it less effective politically. Furthermore, in this 
changed atmosphere, more strikes or strike threats in important industries would give 
Congress strong inductment to adopt some kind of stringent regulatory Tegislation on 
its own in lieu of a national service act. 

For all of its economic and political power, organized labor is a minority. 
While getting it some waretime money, its leaders--topped by Murray and Green-- 
have managed to make it a most unpopular minority in the eyes of important other 
segments of the population which in the aggregate have far more votes than labor. 

(Please turn to page 415) 
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Are Basic Changes 
Coming 
In Position of 
OIL INDUSTRY? 


BY WARD GATES 


Ever since it became apparent that Government 
ownership of, or partnership in, foreign oil fields may 
become an integral part of the U. S. world petroleum 
policy, interested observers were convinced that fast- 
moving developments in the complex international oil 
situation are transpiring behind the scenes. Curiosity, 
if not to say outright apprehension, has been rising all 
the more as the official smokescreen hiding develop- 
ments is so dense, and Government procedure so secre- 
tive as to blur most effectively any attempt at obtaining 
a reasonably clear picture of official plans and inten- 
tions. 

By now, however, it is an open secret that in the re- 
cent international conferences at Moscow, Cairo and 
Teheran, discussion of the future development and dis- 
tribution of the world’s petroleum resources ranked high 
among the plans formulated for the shaping of the post- 
war world. As one of our contemporaries puts it, it is 
widely assumed that the attending statesmen are in- 
creasingly impressed with the importance of petroleum’s 
role as a vital world product on which a just and lasting 
peace must be founded. 

Meanwhile some pertinent facts have emerged from 
diverse quarters which throw further light on the situ- 
ation. From the Middle East has come word of the 
presence in December of an American mission at King 
Ibn Saud’s court, and several other U. S. groups are re- 
ported to be active abroad in connection with oil. ‘The 
Middle East, more specifically Saudi Arabia, the domain 
of Ibn Saud, was in the limelight before as the reader 
will probably remember. At that time it was the center 
of the now abandoned negotiations between California- 
Arabian Standard Oil Corporation and Petroleum Ad- 
ministrator Ickes which had looked toward Govern- 
ment participation in developing the immensely rich 
Middle East oil reserves. Since these negotiations were 
discontinued, “Cal-Arabian” which is jointly owned by 
Standard Oil of California and ‘Texas Co., went ahead 
of its own for large-scale expansion of facilities for the 
production of high octane gasoline from the crude drawn 
irom its huge 160 million acres concession. Another ob- 
jective of the aforementioned mission could well have 
had something to do with the strategic position of Ibn 
Saud’s kingdom on the supply routes to Russia, India, 
the Far East and Australia. But though, for the mo- 
ment, the Administration has dropped negotiations for 
partnership with private enterprise in this area, the pres- 
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ence of an official mission and other Government repre- 
sentatives in this important part of the world strength- 
ens the impression that the final answer and decision is 
yet to come. Informed opinion believes that the Presi- 
dent’s return from his extended travels may well speed 
existing plans and intentions. 

Other and more forceful indications of what may lie 
ahead center in Washington with the development of a 
controversy which is rapidly assuming crisis proportions 
of a mild sort. This is how it all came about: 

Petroleum Administrator Ickes in a recent magazine 
article came out openly and flatly with the recommen- 
dation that Government acquisition of title to oil prop- 
erties abroad be made part of our official oil policy, at 
the same time stressing the desirability for the Govern- 
ment to enter the foreign oil business through the in- 
strument of the Petroleum Reserves Corporation. On 
the other hand, a report proposing a foreign oil policy 
for the U.S.A., prepared by the Foreign Operations Com- 
mittee of the Petroleum Administration for War, un- 
equivocally advocated private enterprise. 

The oil industry was quick in striking back. Sensing 
what it termed impending “Government encroach- 
nent” on its chances for exploitation of foreign petro- 
leum resources after the war, it forthwith accused Mr. 
Ickes of attempting to put the Government into the oil 
business, demanded that he lay his cards on the table and 
insisted that the Administration adopt a foreign oil pol- 
icy based on private enterprise and capital alone but 
backed by affirmative diplomatic support abroad: Here, 
for the moment, the matter rests but it is of interest to 
examine more closely what has been going on, for more 
definite clues of what may lie ahead. 

Actually, Mr. Ickes’ article merely confirmed a welter 
of reports which had been circulating in the oil industry 


399 














Arabian Standard Oil Co. in Saudi Arabia and Gulf Oil 





When somewhat similar reports were recently carried in , 
the press, Mr. Ickes took occasion to deny them, stating _ terests.” 





ESTIMATED WORLD CRUDE OIL PRODUCTION 


Total (thous. of bbl.) Barrels daily 
1942 943 1942 















































1943 Change 
NORTH AMERICA: 
Canada , 10,100 10,360 —260 27,650 28,380 
United States 1,510,000 1,386,645 +123,355 4,137, 3,799,030 
Mexico 35,000 37,000 —2,000 95,900 101,370 
Total 1,555,100 1,434,005 +121,095 4,260,550 3,928,780 
SOUTH AMERICA: 
Argentina 24,000 23,275 +725 65,750 63,750 
Bolivia 290 285 +5 800 780 
Brazil 280 230 +50 715 630 
Colombia 13,450 10,588 +2,862 36,850 29,000 
Ecuador 2,500 2,350 +150 6,850 6,450 
Peru 14,600 13,628 +972 40,000 37,350 
Trinidad 22,000 21,500 +500 60,275 58,900 
Venezuela 182,500 150,000 +32,500 500,000 410,950 
Total 259,620 221,856 +37,764 711,300 607,830 
EUROPE: 
England 985 730 +255 2,700 2,000 
Hungary 5,475 4,400 +1,075 15,000 12,050 
Italy 750 1,350 —600 2,050 3,700 
Germany * 10,950 10,000 +950 30,000 27,400 
Rumania 36,500 37,800 —1,300 100,000 103,550 
U.5.0.n.** 237,250 214,000 +23,250 650,000 586,300 
Total 291,910 268,280 +23,630 799,750 735,000 
ASIA: 
Bahrein Island 7,300 7,250 +50 20,000 19,900 
Burma Perey 2500 | rete 6,850 
China 730 ee 2,000 2,000 
India 2,600 2,500 +100 7,100 6,850 
Iran 75,000 LS ane 205,500 205,500 
lraq 27,375 14,600 +12,775 75,000 40,000 
Japan? ,800 SD) 10,400 10,400 
Dutch East Indies (a) 18,250 9,000 +9,250 50,000 24,650 
Saudi Arabia 5,475 5,350 +125 15,000 14,650 
Total 140,530 120,630 +19,800 385,000 330,800 
AFRICA 
Egypt 9,125 8,750 +375 25,000 24,000 
Unclassified 350 Be -oatconee 960 960 


WORLD TOTAL 2,956,635 2,053,971 «+ 203,664 6,189,560 ‘5,627,370 
*Includes Austria, Chechoslovakia, Poland, France. **Includes Asiatic USSR, part of Sakhalin. 
#Includes Formosa, part of Sakhalin. (a) Includes Brunei, Sarawak. 

Source: Oil and Gas Journal. 


tor some time. Significantly, Mr. Ickes in his article further assumed that the U.S.A. can never again be sellf-f 
admitted that the Petroleum Reserves Corporation, sufficient in petroleum but henceforth must depend onf 
which he heads, was formed with the idea of engaging imports to a considerable extent. He suggested repay: f 
in foreign oil operations in a sort of financial and man- ment in kind for oil exported by us to assist other na- 
agerial partnership with American oil companies on the uons in fighting the war and moreover expounded the 
British pattern. While he stated that he is not commit- conviction that the world’s petroleum belongs to the 
ted to the British petroleum policy, he nevertheless people of the world, leaving the inference that it re- | 
showed clearly that he believes the PRC should have a quires Government control rather than operations by | 
stock interest in American oil companies operating private companies to implement this thesis. 
abroad, singling out for mention operations of the Cal PRC to the Fore 


that he had no post-war plan. In his article, Mr. Ickes While the last sentence sounds relatively innocuous, | 
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Co. in Kuweit as illustrative of his point. The article In discussing the PRC, Mr. Ickes said that the day is 
also described portions of an “Ickes post-war plan” for rapidly approaching when Government must take more 
oil, including the building up of tremendous crude oil than just a casual interest in foreign fields where con- 
reserves in storage tanks, greater dependence on imports cessions are or may be acquired by American interests, ¥ 
and a system of international sanctions whereby the adding: “The PRC will attempt to explore and encour- 
United Nations would ccntrol all the world’s oil and age the national interest of the United States in the f 
prevent others from obtaining any for military purposes. petroleum fields of the world where private industry is 
willing to go, and to propose safeguards for those in- | 


implications of Mr. Ickes’ ideas 
as a whole impress one rather 
ominously; and, as was to be ex- | 
pected, reaction of the oil indus- 
try was prompt and clearcut. But 
Mr. Ickes, upon being interro- 





gated at length on this article 
and asked whether it represents / 
the administration’s settled pol- | 
icy, countered by insisting that | 
the official foreign oil policy has 
not as yet been determined and } 
will not until the President 
(then abroad) returns. At the 
same time, he did his best to 
minimize various passages of his 
article, characterizing them mere- 
ly as tentative suggestions for dis- 
cussion which he said his critics | 
were interpreting altogether too | 
broadly. , i 

But the oil industry remains | 
up in arms. Not least responsi: | 
ble for this attitude is the way in 
which the report of the Foreign 
Operations Committee of the} 
Petroleum Administration — for 
War finally broke in the press. It 
was uncovered and printed not 
until December 15, though it 
was made by the committee far 
earlier, on November 5, but not 
released officially by Mr. Ickes’ 
office until December 16. Prior to 
that, for some reason, the report 
had been on the “restricted” list. 
These facts seem all the more 
significant as we examine the re- 
port in detail. 

For better perspective, it must 
be explained that the Foreign 
Operations Committee (FOC) 
consists of oil industry represen- | 
tatives appointed by Mr. Ickes. 
The report thus represents the 
views of the industry which 
probably explains Mr. Ickes’ re-} 
luctance in having it made pub- | 
lic. 
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The report strikes out vigorously against Government 
participation in foreign oil development, proposing in- 
stead an international oil compact designed to assist 
private industry in developing foreign petroleum re- 
sources and insisting that the Government must con- 
fine itself entirely to the task of expediting and protect- 
ing the industry’s foreign operations. It requests that 


| the industry should be permitted more fully into the pol- 
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icy councils of Government, that its ideas and experience 
should be used by the latter in a consultative capacity in 
all policies and measures affecting the future status of 
foreign oil operations. To this end, a permanent com- 
mittee should be created. The report also urges close 
post-war cooperation between the United States and Brit- 
ain, recommending that the two countries take the lead 
in world petroleum development since a large part of 
known oil resources are owned, controlled or under con- 


cession to them. As a possible model for post-war inter- 


national cooperation in foreign oil developments, the 
FOC suggests a compact among Governments similar to 


| the interstate oil compact in effect in this country since 


1935: 
The report suggests no preferential treatment for our 
own nationals nor does it seek favored treatment for any 
particular group. Long an exporter of oil on balance, 
the report points out, the U.S.A. may face a significant 
change in its status which will make American economy 
much more dependent on foreign petroleum resources. 
Also, it emphasizes, the security of our military power 
would be greatly enhanced by possessing adqeuate and 
strategically located sources of oil supplies throughout 
the world. 

The report names five great regions which contain an 
overwhelming proportion of the world’s oil; these are 
the U.S.A., the Soviet Union, the Middle East, the Ma- 
layan and the Caribbean areas, with the Middle East 
and the Caribbean probably containing more oil than 
the rest of the world. 

In emphasizing that a foreign oil policy must be es- 
tablished at once if American interests are not to be sac- 
rificed, the report lists the bare essentials of an immediate 
foreign policy as follows: (1) The American oil industry 
should receive from its Government encouragement and 


cooperation in securing equal opportunity with other 
nationals in the development of the world’s oil resources 
but the Government itself should not enter into com- 
petition with the American oil industry. (2) Existing 
handicaps to oil operations of our nationals abroad 
should be examined in the light of their incidence on our 
national welfare, and efforts should be made .to remove 
such handicaps as originate in the laws and _ practices 
of the U.S. (3) The diplomatic support accorded to our 
nationals by the U.S. Government should be as effective 
as that accorded to nationals of other countries by their 


“respective governments. (4) The ultimate disposition of 


oil facilities and supplies developed or paid for abroad 
by the U.S. Government in the course of the war should 
be so designed as to promote the interests of our nation- 
als in the post-war world. (5) Our foreign oil policy 
should include appropriate measures for the return after 
hostilities of American owned properties, rights and in- 
terests in Axis-held territory; adequate compensation 
for assets destroyed or damaged and assurance of early 
commercial operation of returned properties. 


Post-war Problems 


In comparing these recommendations with the ideas 
offered by Mr. Ickes, the wide gulf separating the think- 
ing of both factions becomes immediately apparent. It 
fully explains the oil industry’s anxiety over Govern- 
ment intentions. There is little doubt that the end of 
the war may witness a protracted struggle for control of 
the world’s oil supplies unless friendly arrangements can 
be made for sharing them on an equitable basis. But the 
oil industry, additionally, is wondering whether Mr. 
ickes in his recent pronouncements has been sounding 
the tocsin for another battle, a battle which may or may 
not lead to real “encroachment” on the oil industry's 
position as an independent enterprise. 

As to the current pre-occupation with foreign petro- 
leum resources, and the need for an official foreign oil 
policy, there is no obscurity whatsoever. Reasons for it 
are clear and compelling. The war and its attendant 
heavy drain on our domestic oil resources make it im- 
perative for us to bolster our (Please turn to page 422) 
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TOTAL U. S. CONTROLLED 
37 BILLION FOREIGN RESERVES 
BARRELS 20 BILLION 
BARRELS 
POSSIBLE CONTAINED v 
FUTURE IN 
U.S. SOUTH AMERICA 
NATURAL GAS 
45 BILLION BARRELS BARRELS 
BARRELS 
NEAR EAST 
anaes cee 13.3 BILLION 
BARRELS vieiainienaace 























JANUARY 22, 1944 


401 








BY 3.0: 


In England, there are some companies which have 
dividend records running for almost two hundred years, 
it is said.. In this country, there are a few bank, insur- 
ance or specialized companies which may have had over 
one hundred years of unbroken dividend payments, but 
of the more important listed stocks, there are none which 
can show dividends for a full century, with no interrup- 
tions. It may be that some of the predecessor or absorbed 
companies in a few cases may have paid since 1844 and 
before, but records are incomplete or subject to doubt. 
Thus some of the railroads which were starting about 
1830 might have made payments in the periods from 
then until they had later been absorbed by roads which 
continued the record uninterrupted, but only a_ half 
dozen larger railroads have gone through the past 50 
or more years with no breaks, of which more detail will 
be furnished below. 

A dividend record of one hundred years would have 
to have hurdled the severe panic of 1857, the disturbed 
conditions of the Civil War, the Black Friday and Gold 
Panic; a number of bad years after the 1873 panic; sev- 
eral years of depression in the 1880s and 1890s; the panic 
of 1907; the World War; the depression of 1920-1921; 
the panic of 1929 and the worst depression in our history 
from 1930 into 1933. Then the disturbed conditions of 
1938 and the present war might have spoiled some other 











































Although investors must look forward rather than back, never- 
theless the safest dividends will usually be found among 


companies that have been paying them for many years. 


CLIFFORD 


COMMON STOCKS WITH 
LONG DIVIDEND RECORDS: 


! 


records. In looking at a list compiled in 1928 of com- 
panies which then had paid dividends for twenty-five 
years or longer, it was discovered that a number of them 
had some omissions and in several instances long lapses 
in the 1930s. 

There are a fairly large number of companies which 
have had fifty years or more of continuous dividend pay- | 
ments. In the tables, some of the more important com: | 
panies are listed, or ones with a wide public interest in | 
their stocks. To them might be added dozens of insur- 
ance and bank stocks. The New York Curb Exchange com- 
piled a list of stocks traded in that market in April, 1943, 
which showed 171 separate issues which had unbroken 
dividend records for ten years or longer. Some of them 
with the older records are in the tables, such as Pepperell 
Manufacturing, Pennsylvania Salt, Scovill Manufactur- 
ing, Lehigh Coal & Navigation (now on the Big Board) 
and New Jersey Zinc. One of the old timers on the Curb | 
is United New Jersey Railroad & Canal, which has a 
record starting in 1872. Others are Camden Fire In- 
surance, 1873; Insurance Company of North America, 
1875; North Pennsylvania Railroad, 1879; Providence 
Gas, 1881; Pittsburgh & Lake Erie Railroad, 1886. On 
the Curb alone, there were fourteen companies with over 
fifty years, eleven with over forty years and thirty-two 
with over thirty years of continuous dividends. 

No comparative com- 





& 
‘ 


ERISA? 


































402 


pilation of New York 

| Stock Exchange issues is 

CONTINUOUS DIVIDENDS FOR MORE THAN 50 YEARS | at hand, but it might ex- 

|| ceed in number those 

Payments Paid Per Share Recent | with such long records 

Started in 1943 Price | on the Curb. If all of 

r waa a snr ai ean -——__——--- - ~— |) the exchanges of the 

*Pennsylvania Railroad os 4 a, country were added with 

wee aaousee 1856 2.00 971; rein sameings Boek 

Raonsiiliennth Galt 1863 6.50 160 | tinued dividends, and the 

New Jersey Zinc 1871 3.00 a | unlisted market searched 

*Westinghouse Air Brake 1875 1.25 2272 | (including bank and in- 

sal gg aieines po pad . || surance stocks), the total 

Lehigh Coal & Naviation 1880 0.90 815 | separate issues with a 

Standard Oil of New Jersey 1882 2.00 541 | continuous record for 

Procter & Gamble 1891 2.00 5612 | thirty years or longer 

*Consolidated Edison 1893 1.60 23 i might cde iy eeleneal 
* Current recommendation for Income. | hundred. 

i In the tables, Standard 

——____— || Oil of New Jersey is list- 
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" list cannot show a long, 
CONTINUOUS DIVIDENDS FOR 40 TO 50 YEARS i pen fap i 
Payments Paid Per Share Recent | the list paying fifty years 
Started in 1943 Price | or more. In connection 
ae Sa ae 7 a eee San = | with utilities, however, 
*Colgate-Palmolive-Peet 1895 $1.50 24 j io » the : 
Pence 1899 Ap 371 ; it might be that some olf 
Ye wa ly 1899 1/50 991, them succeeded com- 
*National Biscuit 1899 1.20 2115 | panies which had had a 
i lg = 2 2 |e 
*American Telephone & Teleg. 1900 9.00 156 i which er -_ oe 
Union Pacific Railway 1900 6.00 9414 the record books. ; 
beng mie & Mfg. — 4.00 96 Pennsylvania Railroad 
*Electric Storage Battery 1901 2.00 40 heads the list of i P= 
American Brake Shoe 1902 1.80 381, tone pci tion ith th : 
Eastman Kodak 1902 5.00 163 , Ps tp , 
Beech Nut Packing 1902 5.00 113 longest record. Some pay- 
os os bi ye 65 "4 ments were made from 
“Kroger Grocery aking A ee ReGea 
E.I. duPont de Nemours 1904 4.25 14114 | ii — riage neuer 
Norfolk & Western 1901 —_— 186 | See See nr apicnnien 
: are available in every 
Current Recommendation for Income. year from 1856 through 
| 1943. In some of the 1930 
== = = = = = years, however, it might 
be possible that the 


ed, with its record unbroken starting in 1882. Under orders 
of the Supreme Court of the United States, this company 
was forced to divest itself of control of thirty-one of its 
subsidiaries in December, 1911. From 1912 or 1913 to date, 
many of these companies have paid dividends in every 
vear. Among them are the yarious pipe line issues, 
Standard Oil of California, Standard Oil of Indiana, 
Standard Oil of Ohio, and a number more. Probably no 
single group has had such a long dividend record as these 
former Standard Oil of New Jersey subsidiaries, and some 
of them had been paying dividends to the former parent 
company for a long time before the 1911 dissolution. 
Much the same situation exists relative to the former 
subsidiaries of the American ‘Tobacco Company, which 
was shorn of some of its parts by Supreme Court decree 
in 1912. 

The most widely known averages are those compiled 
by Dow Jones. The thirty stocks contained in the indus- 
trial average list are nearly all ones with long dividend 


/records, but a few of them such as American Smelting & 
| Refining, U. S. Steel and one or two others, have had 


their times in the 1930s, and in some cases earlier, when 
dividends were omitted. 


maintaining of this record had some influence, for earn- 
ings were low at times, and all that directors declared in 
some of the years was 50 cents a share. 

In the list referred to above compiled in 1928, there 
were then a number of railroads in it which have since 
had their lapses. Delaware Lackawanna & Western had 
paid in every year from 1880, and in all but six years 
from 1854 to 1880. In a number of years, it had paid as 
much as $10 a share ($42.50 a share was the top, in 1909). 
DLW paid through 1931, but nothing since. The Balti- 
more & Ohio paid its first dividend in 1831, but there 
were a number of years in which there were no payments, 
but none has been paid since 1931, a record of one hun- 
dred years, but not an unbroken one. Great Northern 
Railway (on its $6 non-cumulative preferred which is in 
reality a common stock, with no common ever issued), 
went from 1891 to 1932 with no lapses, then had several 
years of omission. Reading Company had an unbroken 
dividend record from igo5 through 1943. Southern Pa- 
cific ran its record of continuous payments from 1906 
through 1932, then paid nothing until 1942. Atchison 
Topeka & Santa Fe went from 1896 through 1932 with 





But many of these thirty 
industrials are in the list 
of twenty years, or more, 
with continuous divi- 





dend records and two of 
them are in the fifty 
years or more list in the 
table with this article. 
It is not so with the 
Dow Jones rail and utili- 
ty stocks. Of them, only 
three or four of the rails 
can show a really long 
record, and many others 
of them had several 
years in the 1930s when 
there were no payments. 
It was the worst decade 
for railroads since the 
1890s. A number of the 
public utility stocks in 
the Dow Jones average 
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American Tobacco 
Burroughs Adding Machine 
United Shoe Machinery 

R. J. Reynolds Tobacco 
*Commonwealth Edison 
Hazel Atlas Glass 


Owens-Illinois Glass 


*Consolidated Gas Ele. Lt. & Pw. 


*Southern California Edison 
*United States Tobacco 
Eigaet & Myers Tobacco 
*F, W. Woolworth 
International Shoe 
Hercules Powder 

Union Tank Car 














CONTINUOUS DIVIDENDS FOR 30 TO 40 YEARS i 
Payments Paid Per Share Recent | 
Started in 1943 Price | 
1905 $3.25 5814 
1905 0.60 121 
1905 3.1214 7014 
1907 1.50 36 
1907 1.40 2514 
1908 5.00 10514 
1909 2.00 5814 
1910 3.60 6614 | 
1910 1.50 24 | 
1912 1.30 2314 i 
1912 3.50 69 
1912 1.60 3714 
1913 1.80 36 
1913 2.50 8114 
1914 2.25 2714 
1905 — 16144 


Reading Company 


* Current Recommendation for Income. 
























companies do not pre-| 
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dividends on the common in every year, then had misses 
in 1933, 1938 and 1939. Norfolk & Western common has 
an unbroken dividend record from 1901 to date. Chesa- 
peake & Ohio paid its first dividend in 1889, with pay- 
ments in every year since excepting 1915 and 1921. The 
New York, New Haven & Hartford would not be thought 
of as a common stock which was once “‘sure to pay $8 a 
share every year and sometimes $2 extra.” It had a long 
period of large dividends, paying a total of $372,500,000 
on its common stock, but the last payment was made in 
1913. Far back in the history books will be found long 
years of dividends on St. Paul, Rock Island and a num- 
ber of others which have not been in the dividend lists 
for decades. When they are reorganized, the new St. 
Paul, Rock Island, Missouri Pacific, etc., may again be 
in the dividend lists, just as Erie Railroad common re- 
turned to dividend payments, following a reorganization, 
after a lapse of forty or fifty years; Erie paid its first divi- 
dend about 1861. Louisville & Nashville paid its first 
dividend in 1864, but there were lapses in the 1870s, 
1880s, and 18go0s; then no omissions from 1899 through 
1932; nothing paid in 1933; then something every year 
from 1934 to date. New York Central started in 1870 to 
pay dividends, with some of the lines it absorbed having 
a record. going back to 
the 1830s or 1840s; for 







































sent many candidates forf 
CONTINUOUS DIVIDENDS FOR 20 TO 30 YEARS the fifty years or more} 
Payments Paid Per Share Recent lists, as far as the records : 
Started in 1943 Price go. So many changes of F 
ae rig incorporation, shifting} 
International Business Machines 1916 $6.00 & 5% Stock 174 : ae 
“Melville Shoe 1916 2.00 34 a 
General Motors 1917 2.00 53 tion to subsidiaries OlF 
*Air Reduction 1917 2.00 a holding companies and? 
a hig yw ae ey ee changes of name _ have 
i ide & Carbon z : pan 
United States Gypsum 1919 2.00 75 occurred that it ans be 
General Amer. Transportation 1919 2.25 44 that some units o ag 
*Pacific Gas & Electric 1919 2.00 3014 number of companies? 
ange —— hal = — = belong in the list. Itf 
ernnin . : . . P " 
Alllied Chemical & Dye 1921 6.00 1484 might be that some mayj 
*Texas Gulf Sulphur 1921 2.25 35 run back as much as one f 
*Chesapeake & Ohio Railway 1922 3.50 45 hundred years, if the 
Continental Can 1923 1.00 3414 records cou ] d be ob- } 
American Can 1923 4.00 84 é ae 
peo yy 1923 4.00 60 tained. Thus Consoli- | 
caepiniaactl j dated Edison under its | 
*Current Recommendation for Income. former title of Consolli- 
dated Gas Company of | 


e 


New York took over a 
number of New York | 
gas companies which stemmed back to the 1840s or there- | 
abouts, and some of them may have been in business | 
even further back. Consolidated Edison itself started in | 
1884, but the dividend record does not go back of 1893, | 
with payments in every year from that one to date, which 

puts it above the fifty-year level. Bell Telephone of | 
Canada paid $8 a share every year from 1891 through | 
1931 and $6 a share or more in every year since. Ameri- | 
can Telephone & Telegraph was started in 1885, but its 
payment record shows dividends started in 1900, with the | 
smallest in any year $7.50 a share and $9.00 each year 
from 1922 through 1943, which amounts up in the bil-| 
lions of dollars that went to shareholders in the forty- | 
four years of continuous payments. Other public utility | 
companies with a long record of unbroken dividends in- | 


ener 


clude Providence Gas, 63 years; New England Telephone } * 


& Telegraph, 58 years; Southern New England Tele- | 
phone, 53 years; Philadelphia Company, 46 years; Hart- | 
ford Electric Light, 43 years; Cleveland Electric Ilumi- | 
nating, 41 years, and Commonwealth Edison, 37 years. | 

To glance again at the possibility that the record for 
the whole country may go to one of the bank stocks: Bank 
of New York started in 1784 by Alexander Hamilton and 
chartered in 1791; Bank of the (Please turn to page 426) | 





sixty - one years, pay- 
ments were made every 
year through 1931, then 
nothing more until 1943. 


CONTINUOUS DIVIDENDS FOR 15.TO 20 YEARS 





Pacific after a long lapse 
has just been restored to - 
a dividend basis: 


: : Payments Paid Per Share Recent | 
Union Pacific has had Started in 1943 Price | 
an unbroken dividend —_— 
record on the common *Diamond T Motor 1995 $1.25 14 | 
from igoo to date. For — —— — — yo =" | 

. eee a nited States Pipe & Foundry 1 : 

long periods of — s, Il Chrysler Corp. 1926 3.00 82 
linois Central and North- *Lembest Co. 1926 2.00 99 

ern Pacific paid every ll Sulphur 1927 2.00 3114 | 
year, but the former has “Pullman Co. 1927 3.00 38 

es oa = . J. C. Penney Co. 1927 5.00 9614 

been missing from this Waster: ate Sepply 1998 1/00 3114 | 
list for a number of Phillip Morris 1928 4.50 85 
vears, while Northern *Westvaco Chlorine 1928 1.40 25 

] Cannon Mills 1928 2.00 44 





* Current Recommendation for Income 
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Status of Bank Stacks 


An Indirect a in Government 
Bonds Offering “Extra Yield" 


‘Tue annual reports of the large 
number of banks in the United 
States have shown a general increase 
in holdings of United States Government bonds during 
1943, which places their earnings assets so heavily in 
government issues that the banking system of the country 
might be said to be a part of the U. S. Treasury. With a 
war of unheard-of cost being fought, this is as it should 
be. The holding of such large amounts of U. S. Bonds 
has been profitable, however, and no safer investment 
can be found in the whole world. The forthcoming 
completion of the new bond drive will undoubtedly in- 
crease the bank holdings of these issues, until parts of 
the banks’ holdings are taken off their hands by other 
investors. That was the case in the September govern- 
ment financing, when holdings of government bonds 
and deposits to finance buying of them by other investors 
increased, and a number of banks showed lower figures 
for both items at the end of 1943 than in their October 
reports. 

The decade just closed has witnessed a remarkable 
improvement in the position of the banks as compared 
with that at the end of 1933. The sixteen banks which 
have about one billion or more in total resources for 
each, have had a great increase in their deposits, book 
values and earnings during the ten years since the de- 
pression ended. A study of the ten year record shows that 
1933 had been much better than 1932, but in 1934, the 
improvement was much greater, and 1935 to 1937 wit- 
nessed prosperous times for many of them. The 1938 


BY}: S. 


JANUARY 22, 1944 


WILLIAMS 





depression and the coming of the 
war in Europe in 1939 resulted in 
smaller earnings, but later, funds 
from the whole world began piling up in the banks in 
this country, and deposits grew very fast. The more profit- 
able private loans, however, have dwindled since 1937 and 
their place has been taken by lower-interest rate loans 
and by larger amount of low-return government bonds. 
With such huge sums to loan, however, the mass amounts 
of return on the U. S. Bonds has offset the formerly 
higher income rate on other earnings assets. 

A measure of the growth of deposits for the whole 
country can be found in the gain in deposits of the 
sixteen largest banks, between the end of 1933 and the 
end of 1943. One had almost a six-fold gain, one more 
than quadrupled, and several more than tripled the 
1933 figure, in ten years. At the end of 1943, these sixteen 
banks had nearly $31,000,000,000 in deposits. Of this, 
nearly $18,500,000,000 was invested in government bonds, 
with nearly $6,000,000,000 in loans and almost $7,000,- 
000,000 in cash. Other earnings assets included state and 
municipal bonds, mortgages and small amounts of other 
investments. 

When the war ends, it is believed that there will be 
large sums needed to finance the conversion of plants of 
many industries from war to peace activities. Banks will 
be called on to provide loans for some of this. Because 
of refunding and some new financing, it is probable that 
the United States Treasury will maintain its cheap 
money policy as long as possible, and therefore, the first 
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COMPARATIVE STATISTICS OF THE SIXTEEN LARGEST BANKS IN THE UNITED STATES 























Shares of Indicated Net Dividends Yieldon Book Value Price Range 
Deposits on Common Earned Per Share# Per Share Recent 1943 Div- Dec. 31, 1937-1943 Incl. 

Name of Bank December 31,1943* Stock 1943 1942 Price idends 1943@, High Low 
Chase National Bank of New York $4,381,470,340 7,400,000 $2.29 $2.03 $1.40 $1.40 3614 3.83% $36.74 6454 1914 
National City Bank of New York 3,838,829,772(a) 6,200,000 2.12 1.96 1.00 1.00 35 2.86% 34.12 6034 19 
Bank of America N.T.S.A. (California) 3,519,381 ,427 2.28 2.40 2.40 45% 5.28% 34.26 60 27% 
Guaranty Trust Co. of New York 2,905,101 ,20 15.42 12.00 12.00 310 3.87% 323.77 389 1855 
Continental Illinois Nat. Bk. & Tr. Co. (Chicago) 2,174,259,061 1 8.39 4.00 4.00 92 4.35% 86.94 114 59 
First National Bank of Chicago 1,803,685,870 13.29 11.50 10.00 210 5.48% 186.04 396 149 
Bankers Trust Co. (New York) 1,596,690, 3.24 1.40 1.55 49% 2.83% 50.15 84% 30% 
Manufacturers Trust Co. (New York) 1,585,490,310 3.88 2.00 2.00 46% 4.30% 41.75 58% 46% 
Central-Hanover Bk. & Tr. Co. (New York) 1,478,283,20 6.03 4.00 4.00 91% 4.10% 15 150% 57% 
First National Bank of Boston 1,252,256,609 2.37 2.00 2.00 481% 4.12% 38.74 59 28 
Chemical Bank & Trust Co. (New York) 1,157,866, 2.45 1.80. 1.80 8% 3.71% 41,23 84 2954 
National Bank of Detroit 1,140,243,059 2.716 1.00 1,00 6 2.78% 30.17 14 2314 
Security-Fitst Nat. Bk. of Los Angeles 1,104,741 ,047 6.80 2.25 2.30 504% 4.45% 45.83 60 33% 
Bank of Manhattan Co. (New York) 977,260,976 1.81 0.90 0.90 1 4.28% 25.04 4024 1154 
Irving Trust Co. (New York) 966,168,247 0.74 0.60 0.60 14 4.28% 21.29 20%*4 54 
First National Bank of New York 942,358,692 97.66 80.00 80.00 1475 5.42% 1246.60 2670 970 


* Also includes acceptances and certified checks. 
@ Based solely on par value of common stock plus surplus and undivided profits. 





+Based pn net additions to surplus and undivided profits, plus dividends paid. 


‘a) Including deposits of City Bank Farmers Trust. 












of these loans will probably be made at low interest 
rates. At some time after the war ends, at least a year 
and possibly much longer, there may be a rise in money 
rates and some day, a restoration of what had been con- 
sidered normal call and time money may be seen again. 
Any rise in loaning rates should be of benefit to the 
banks. It is true that it might cause some decline in the 
open market values of government bonds, but these 
seem to be safe against a decline below par, and it is a 
practice of many banks to write their government bond 
holdings down to par. Some do it as soon as they have 
acquired any at above parity and others through annual 
amortization of premiums. 

Banking practices have undergone a vast change in the 
past fifteen years. In the 1920s, a number of the larger 
banks had their own investment affiliates which under- 
wrote corporate bond issues or participated in offerings 
of corporate bonds to investors. This provided good 
profits until the 1929 market crash. The losses in the 
next few years resulted in the abandonment of invest- 
ment affiliates, and banks no longer take part in financing 
operations other than those of the government, states 
and municipalities. 

In studying annual reports of banks, it is found that 
large numbers do not make a direct statement of their 
earnings for the year, merely presenting a balance sheet. 
From this, the additions which have been made to surplus 
and undivided profits, plus the per share dividends paid 
during the year, give the indicated earnings. Some banks 
give a statement of earnings, which coincide with such 
surplus and undivided profits gains. There are other 
banks, however, which give detailed reports of their 
earnings which do not coincide with the changes in 
surplus and undivided profits figures. Sometimes, the 
difference is represented by special reserves; or some 
items are not reported in income, as in the case of 
“recoveries” which are placed directly in undivided 
profits. The so-called “recoveries” represent loans in 
some previous year which were not met at the time, and 
therefore were then written off as a loss and then paid at 
some later date. A bank might have been forced to take 
a large block of moving picture stock, which had been 
collateral for a loan, or stock of a sugar company, when 
the loan was not met. The stock might have had a low 
value, or been non-saleable at the time in a large amount. 
The defaulted loan and the stock are written off the 
bank’s books at that time, representing a loss. Some years 
afterwards, better conditions for the stock, or the ability 
of the borrower to belatedly meet his debt, result in this 
“recovery.” As it originally had come out of operating 
income, it would seem reasonable to put it into current 
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income, when the money is recovered. 

There is also an item in some bank reports of sums 
realized from open market changes in government bonds. 
In some instances, such, profits are treated as income, in 


_ others placed directly in undivided profits, in others put 


into various reserves. As a result of all of these methods 
of reporting, it is often difficult to get agreement as to 
just what the per share earnings were. For uniformity, 
therefore, the best way out seems to consider only the 
added surplus and undivided profits, plus dividends as 
the earnings. Also, in compiling book values, in some 
cases, reserves of one kind or another might be added in, 
but to be uniform on this, too, would seem to necessitate 
figuring only the par value of the common stock, plus 
the per share value of the surplus and undivided profits, 
and to consider the word “reserve” as meaning that it 
did not yet belong to the stockholders. 

The largest bank is the Chase National Bank of New 
York, with its total resources at the end of 1943 $4,679.- 
973,963, against which there were $4,375,581,741 deposits 
and $5,888,599 acceptances and $272,878,137 capital 
funds. The Chase is relatively a newcomer in the rank 
of the largest banks, for it was far from first place forty 
years ago, but moved upward slowly, but steadily, until 
it reached top rank twelve to fifteen years ago. After go- 
ing to first place, it went far ahead of its next competitor 
for top rank. At one time, and in fact until thirty to 
thirty-five years ago, the Chase had all of its offices and 
employees accommodated in the street floor and _ base- 
ment of the Clearing House Building, which is quite a 
small building, whereas today, its numerous offices in 
many parts of the city occupy acres upon acres of floor 
space. It was chartered under the National Bank Act in 
1877. A number of other banks have been merged with 
it, of which one of the most important was the Equitable 
Trust Company. 

Chase has thirty-one branch offices in New York City, 
with branches in London, and various places in Latin 
America. The outstanding capitalization consists of 7,- 
400,000 shares of $13.33 par value ($100,270,000 total 
face value). It was voted at the 1944 annual meeting to 
increase this to $111,000,000 of $15 par value, which 
makes no change in the 7,200,000 shares outstanding and 
does not necessitate an exchange of the stock. At the 
end of 1943, the capital, surplus and undivided profits 
stood at $272,878,137, equal to $36.74 a share book value. 
Deposits and acceptances of $4,381,470,340 were almost 
25% in cash, which stood at $1,050,012,133, and over 
58% in U. S. Securities, which were $2,603,171,662, and 
almost 18%, were in loans, which totaled $791,979,925. 
Other important earnings assets were $74,385,804 in State 
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and Municipal bonds and $89,737,516 in other securities. 
Earnings for recent years have averaged close to $2.00 a 
share annually, with $2.29 for 1943, the best since 1936. 
Kor a long period, the dividend rate has been $1.40 a 
share annually. 


National City Bank 


National City Bank of New York was the largest in 
the country for a number of years, and before Chase 
came to the fore, its main competitors were the old 
National Bank of Commerce and the Guaranty Trust 
Company. It holds second place. City was started in 
1812 and became a national bank in 1865. Among a 
number of absorbed banks, the most important were the 
Farmers Loan & Trust Company and the Bank of Amer- 
ica (in New York). It acquired the former U. S. Custom 
House and has had its main office there since 1904. There 
are sixty-six branches in New York City and thirty-eight 
in fourteen foreign countries. City has specialized in 
small loans for many years. The bank’s capitalization 
consists of 6,200,000 shares of $12.50 par value ($77,- 
000,000). The surplus of $110,000,000 and undivided 
profits of $24,053,596 on December 31, 1943 gave a book 
value to the stock of $34.12 a share, exclusive of the $25,,- 
000,000 capital funds of the City Bank Farmers Trust 
Co., which equalled $4.17 a share on the National City 
Bank stock. Deposits and acceptances of $3,838,829,772 
at the end of 1943 included $99,762,502 deposits of City 
Bank Farmers. Cash of the National City Bank was 
$885,401,994 and of City Bank Farmers 316,954,870. 
Loans were $633,126,637 and $1,837,277 for the two units. 
National City had $2,174,265,961 government bonds and 
City Bank Farmers $95,070,699; the combined U. S. 
Bonds being nearly 57% of the combined deposits. Other 
important earnings assets were $36,204,882 obligations 
of other Federal agencies, $130,284,824 State and Muni- 
cipal bonds and $47,038,098 in other securities. Indicated 
earnings have averaged about $2.00 a share for recent 
years and were $2.12 in 1943, not counting those of the 
City Bank Farmers Trust. National City has paid $1.00 
annual dividends since 1935. This stock was one of the 
sensations of the 1928-9 markets, getting to around the 
6oo level. Earnings at the time were running less than 
$6 a share and $3 to $4 dividends had been paid. The 
subsequent decline to about 17 in 1933 was one of the 


most drastic ever known in the bank shares market. 

Bank of America National Trust & Savings Association 
has had a spectacular rise in its forty years of history. 
It started with practically nothing in 1904 and today is 
in the position of third largest bank in the United States 
and is crowding on second place. It is the largest branch 
banking system, with 495 branches in 307 communities 
of California. At one time, all of the Bank of America 
N.T.S.A. stock was owned by Transamerica Corporation, 
but the latter distributed 58% of the holdings to its 
own shareholders in 1937 and has sold some more since 
then. Bank of America was one of the first banks to go 
into the small loan field, also into financing automobile 
and household utility purchase notes. It has been the 
largest lender in the country for several years, and at the 
end of 1943 its loans and discounts were $810,660,642. 
At the end of 1943, deposits and acceptances totaled 
$3,519,381,427, with U. S. Bonds of $1,844,553.586, being 
over 52% of the deposit total. 

The bank has been retiring some of its preferred stock 
each year. Originally there was 500,000 shares of $20 par 
value, with 405,146 shares outstanding at the end of 
1943. The preferred is on a $2 annual dividend basis 
and it is convertible for common at $60 a share through 
June 30, 1944, at $62.50 the next year and at $65 through 
June 30, 1946. Common shares total 4,000,000, par $12.50 
($50,000,000). The Bank of America reported its net 
earnings for 1943 at $4.59 per share on the common, 
against $4.01 in 1942. On the basis of only allowing for 
additions to surplus and undivided profits, plus dividends 
paid, the earnings would be $3.47 a share for 1943 and 
$2.28 for 1942. With only stated capital, undivided 
profits and surplus considered, the common stock had a 
book value of $34.26 a share at the end of 1943. Divi- 
dends on the common have been $2.40 a share annually 
for several years. 

During the time before the Chase National Bank 
started its great expansion, the Guaranty Trust Com- 
pany of New York was the second largest bank in the 
country, and for a time was in first place. It is now 
fourth. It was formed in 1864. It absorbed the National 
Bank of Commerce in 1929. Guaranty has two branches 
in New York and two in London, and before the war 
had other European branches. Capitalization consists of 
go00,000 shares, par $100 ($90,000,000). The book value 
of the stock at the end of 1943 (Please turn to page 428) 
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IMPROVED PROSPECTS FOR 


THE OIL EQUIPMENT STOCKS 


BY EDWIN A. BARNES 


rgy 
I HE oil equipment stocks do not comprise a distinct 
group and thus it is difficult to generalize about the his- 
tory of the industry. Obviously, they are a highly cyclical 
group largely dependent on activity in drilling new oil 
wells here and abroad. Such activity fluctuates not only 
with the discovery of important new fields such as East 
Texas, but also with the trend of business conditions, the 
availability of venture money for the oil industry, etc. 
Therefore most of the companies listed in our table 
with one or two exceptions are in the speculative cate- 
gory. While most of them diversify their business’ by 
selling to other industries than oil, most of their prod- 
ucts are taken by the so-called “heavy industries” which 
were in a depressed condition during much of the 1930's 
—though now greatly stimulated by the war. 

During the earlier days of the industry (up to about 
1924) the oil business was largely unregulated, and many 
large fortunes were made in drilling and development 
work. In that year, the Federal Oil Conservation Board 
was appointed and in 1927 two of the important oil 
producing states, Texas and Oklahoma, began to re- 
strict production. However, the Texas authorities proved 
unable to cope with the tremendous production in East 
Texas, which was demoralizing the price structure, and 
the Federal Government, under the National Recovery 
Act, took an increasing interest; but in 1935 NRA was 
held unconstitutional. However, through a combination 
of regulations (the state laws, the Voluntary Interstate 
Oil Compact, and the Connally “Hot Oil” Act pro- 
hibiting interstate shipments of oil produced in excess 
of state allowables) production was finally brought under 
effective regulation. It is true that unregulated Illinois 
production proved a threat at one time but it is no 
longer a serious factor. 

During the war, the Government has clamped down 
further controls. Harold Ickes, Secretary of the Interior, 
is Petroleum Administrator for War, and a number of 
other Washington agencies, particularly OPA with its 
rule over prices, have provided added regulations, while 
the industry itself has formed the Petroleum Industry 
War Council. 

Due to the tremendous demand for oil products, there 
has recently been some apprehension over failure to de- 
velop further reserves, though indicated reserves at the 
end of 1942 were over 20 billion barrels. In the calendar 
year 1942, only 19,337 wells were drilled compared with 
32,140 in 1941 and 30,040 in 1940. Drilling in the first 
eight months of 1943 lagged slightly behind 1942, but 
recent monthly figures have been more encouraging. 
Mr. Ickes’ views regarding the necessity for more drill- 
ing, and his advocacy of a price rise of 35c a barrel in 
order to stimulate drilling, have been widely publicized. 
The OPA, however, (presumably under the guidance 
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Triangle photo 


Byron Jackson Drilling Equipment in Action 


of Messrs. Vinson and Byrnes) have disagreed with Mr. 
Ickes, and since price control rests in their hands, noth- 
ing has been done. Congress recently took an active in- 
terest in the matter and the House passed a bill permit- 
ting an increase (to $1.60 a barrel) but the Senate has 
not yet acted on it. In order to avoid a Presidential 
veto, Senator Thomas now proposes to attach a rider to 
the pending revenue bill, raising the price to $2. 

Whether or not a price advance is granted in 1944, 
an increase appears likely whenever Government controls 
are lifted, in recognition of increased costs of production, 
the continuing domestic oil shortage, and the necessity 
for importing more crude from South America. The 
price of crude has been stabilized around $1.17 since 
June 1941 (it advanced moderately in January of that 
year). An increase to $1.60 would be the best since 
1926, when the price temporarily reached $2.05. (in 
1920, it reached $3.50, having advanced from 4oc in 
1915). 

During the temporary decline in drilling activity the 
oil equipment companies have of course been able to 
maintain a good volume of sales through participation 
in the war production program. While cancellation of 
Government contracts may naturally cause considerable 
irregularity in earnings, it is likely that release of steel 
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restrictions and increased drilling activity would within 
a few months restore most of these companies to a fair 
sized volume of peace-time business. Post-war prospects 
appear above average, taking into account increased oil 
exploration at home and abroad; and allowing also for 
the fruits of product diversification growing out of war 
work. 


Dresser Manufacturing makes a complete line of prod- 
ucts used in the production, transmission, distribution 
and use of water, oil and gas. This includes a wide range 
of fittings and accessories used not only by the oil in- 
dustry but in mining, transportation, construction, the 
paper industry, etc. The company has a conservative 
capitalization ($1,350,000 debt and 335,000 shares of 
stock) and has been able to keep out of the red since 
1929, though earnings have varied widely and dividends 
were omitted in two years (1933 and 1938). Earnings 
have advanced sharply in recent years, each of the years 
1940-42 exceeding the 1929 figure of $3.01. Profits for 
the fiscal year ended October 31, 1943, were $5.52 com- 
pared with $5.16 in the previous year (although volume 
nearly doubled). 1943 earnings before reserves for re- 
negotiation were approximately $7.61, and as renegotia- 
tion of 1942 earnings actually resulted in a reduction of 
only about 4oc a share, the recent year’s reserve may 
prove over-generous. 

The company’s activities are so well rounded that 
earnings should remain at a relatively good level for 
several years after the war. Municipalities, which have 
had to curtail work on water and sewage plants, should 
be in the market again, and the mining, oil and gas in- 
dustries may be expected to place a good volume of 
orders, substantially offsetting the loss of Government 
business with its low profit margins. 


Byron Jackson has no funded debt or preferred stock 
outstanding, and earnings have been fairly stable with the 
exception of the early 1930's: dividends have been paid 
steadily since resumption in 1934. The company makes 
a complete line of pumps, and also tools and equipment 
for drilling oil wells. At present, the company is also 
making precision units and other war products. It is 
reported booked well ahead in the pump division, and 
there is also a substantial volume of oil equipment orders 
for lend-lease use. The company has a substantial de- 
gree of diversification since 35% of pump sales are 
normally to the oil industry, 20% to agriculture, 15% 
to water and sewage works and the remaining 30% to 
other industries. Twenty-two per cent of 1940 sales were 
for export, principally to South America. Dividend pay- 
ments seem likely to remain around the present $1.25 
level as the cash position is rather small and the cur- 
rent ratio a year ago was only 1.4 to 1. 





Cooper Bessemer makes gas, oil and diesel engines, 
compressors, gas producers and a complete line of oil 
field clutches and other equipment. Engines, which are 
built for various purposes, range from 20 h.p. to 1650 
h.p. Gas engines are used for transporting natural gas 
to pipelines and distributing manufactured gas, as well 
as for driving pumps and generators in the oil and gas 
fields; the diesels also have a wide range, including di- 
versified marine uses. The company’s operations have 
varied widely from year to year. Despite rapid growth 
(1942 sales were about thirty times those of 1932) the 
common stock has been in the red in six out of the past 
eleven years, and common dividends have only been 
paid in the past three. years after omission in 1931-40. 
Due to the huge volume of business—the company is 
fully engaged in war production with unfilled orders 
last June of $52,000,000—carnings are expected to con- 
tinue around the present levels for the duration, and 
generous contingency reserves set up in the past two 
years will aid the post-war readjustment. The $1.00 di- 
vidend paid December 28th (50c was paid in May) 
apparently required an agreement by preference stock- 
holders to cancel the requirement that the current ratio 
must be two-to-one. The company has no funded debt, 
but it has obtained a $9,000,000 V Loan credit, of which 
$4,000,000 had been used last summer; there are 68,523 
shares of $3 prior preference stock and 263,437 shares 
of common. The high yield on the stock reflects past 
irregularities as well as post-war uncertainties; the price 
earnings ratio would be lower if earnings before con- 
tingency reserves were used in the calculation. 


National Supply is one of a group of companies dom- 
inated by J. H. Hillman, Jr., of Pittsburgh. It makes 
a complete line of oil and gas field equipment and also 
acts as distributor for other companies, with sales agen- 
cies throughout the world. The company is probably 
more concentrated in oil industry equipment than any 
other on our list. It maintains large local inventories in 
the various oil areas, in order to service the industry 
efficiently. Net sales in 1942 approached the $100,000,000 
level. The stock has always enjoyed considerable lever- 
age despite changes in the capital structure; there is 
now a small issue of serial notes and three classes of 
preferred stock (two of which are convertible) ahead of 
the 1,154,928 shares of cominon stock. Deficits on the 
common were reported in 1938-40; $3.06 was earned in 
1941, $1.66 in 1942 and $2.50 estimated for 1943. Ar- 
rears on the two prior preferred stocks were cleared up 
last June, but $7.50 back dividends remain to be paid 
on the junior $2 preference stock before the common 
will be in line for payments. 


Parkersburg Rig & Steel, like National Supply, caters 
almost exclusively to the oil and natural gas 
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industries, and has been active in the develop- 
ment of more efficient equipment. Like most 
companies, a portion of the plant has been 





Where Price Divi. Est. 1943 Yield Price Ears. converted to munitions work. The company 

Traded About dend Earnings __ About Ratio ___recapitalized in 1936 and dividends on both 

Dresser Mfg. NYSE 29 $2.00 $5.59* 6.9% 5.9 the preferred and common stocks have been 
B ms ee wd 3 bi 1.25 2 5.7 paid since that year, though the latter rate 
ational Supply — : — 2 as ir ; ’ i ins ; 
Parkersburg Rig& Reel Curb 18 1.25 350 10 39 has been irregular. The company maintains a 
Struthers Wells a. 10.00** ml 19 good working capital position and bank debt 
Foster Wheeler NYSE 17 r 9.00 pea 1.9 is relatively small ($562,500 at the end of 
Cooper Bessemer Cub 13 1.50 2.50 11.6 5.2 1942). The common stock is currently selling 
* Before special reserves of $2.09 a share for contract renegotiation. to yield about 7% and the estimated price 


** Estimated after renegotiation. 
# Preferred arrears cleared up in December. 


earnings ratio is 5.2—the same as for Dresser, 
National Supply and Cooper Bessemer. 
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Studebaker rolls out another heavy-duty military truck 


Strong Bid to Be 
For Post-War 
Automobile 


Made 


Business 


Worn one exception, the automobile stocks at this 
writing are all below the recovery highs made during 
the first half of 1943. The exception is Studebaker. Re- 
cently it has taken a goodly share of the speculative spot- 
light, rising on large volume to a new bull market high 
above 15—comparing with peak of 1334 last June—and 
joining the ranks of the ten most active stocks. 

Technically speaking, this upside ‘“‘break-away” both 
irom the motor group average and the general market 
average was something less than a mystery. For many 
months Studebaker had been displaying much above- 
average resistance in periods of general market reaction 
—a performance which could only have reflected specu- 
lative-investment accumulation representing a bullish 
consensus of opinion on the company’s post-war potential. 

Studebaker made its intermediate reaction low at 10 
in July on the initial market break following the collapse 
of the Italian Fascist regime. Though the industrial 
average weakened further in August, this stock held at 
io. At the close of November, with the industrial 
average more than 4 points under its August low, Stude- 
baker stood at 1114 or 15 per cent above its July low. 
Currently, the stock is 50 per cent above its intermediate 
reaction low, against a recovery of approximately 7 per 
cent in the Dow industrial average. Its rise since No- 
vember go, the period of current rally in the general 
market, amounts to about go per cent. 

The favorable action of the stock has attracted atten- 
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tion to the radical improvement in Studebaker’s working 
capital position and to the reduction in its funded debt, 
both effected during the war period. It is now evident, 
however, that quite a bit of the prior accumulation rested 
on “inside information” that all of the remaining funded 
debt was scheduled for early retirement. On Jan. 5 it was 
announced that all outstanding ten-year 6 per cent deben- 
tures which would have matured on Jan. 1, 1945, had 
been retired. During 1943, it is now revealed, $4,412,700 
of the debentures were retired, out of original issue of 
$7,000,000. In the final transaction, $1,444,800 was retired 
2s of Jan. 2, last; and of this sum $993,400 represented 
exchange of debentures for the common stock. The de- 
bentures were convertible into the common at the rate 
of $12.50 per share. 

The effect of the above announced conversion is to add 
79.472 shares to the outstanding common stock capitali- 
vation which at the end of 1942 amounted to 2,223,17 
shares. It is understood that the $4,412,700 total of debt 
retirement during 1943 represented redemption rather 
than conversion, since only recently has the combination 
of sharp rise in the stock and nearing maturity of the 
remaining debt given debenture holders adequate reason 
to convert. Thus, share capitalization has not been im- 
portantly expanded. 

With the debt retirement news “out,” it is evident that 
the stock is at least temporarily up against profit-taking, 
no doubt including some sales by former debenture hold- 
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ers. Its high to this writing was made at 1514 on De- 
cember 31, followed by heavy-volume “churning” with- 
cut further rise on general market strength during the 
first fortnight of the new year. Whether this amounts to 
anything more than a temporary, technical congestion is, 
of course, conjectural and remains to be seen. 

In examining the merit of any stock with respect to 
longer-term appreciation potential, superior market ac- 
tion is necessarily far from a fully satisfactory answer to 
the question of whether it is a good buy. Short-run trad- 
ers rightly reason that a stock currently showing above- 
average strength will probably continue to do so for an 
adequate time for trading purposes; or that, at any rate, 
such are the “odds.” But an investor putting venture 
funds into a speculative equity, with the intention of 
“staying with it” for an extended time, must take a dif- 
ferent slant if he or she is reasonably prudent. From 
this point of view, the wisdom of buying “on strength” 
is a moot question. Advanced and advancing prices may 
mean reduced potential for further appreciation. Com- 
parative values and risks, at the prevailing price, must 
be—or certainly should be—carefully weighed. So, let’s 
take a more detailed look. 


The Oldest Trade Name 


“Studebaker” is the oldest name in the automobile 
business, although its corporate ancestors were by no 
means among the earliest makers of motor cars. To go 
back to the beginning, a Dutch family named Stude- 
baker migrated to America in 1736. Its initial doings 
are not of record, so the commercial history of Stude- 
baker must begin in 1830 with one John Studebaker, a 
blacksmith and wagonmaker, at Gettysburg, Pa. This 
business was moved to Ashland, Ohio, in 1835. Subse- 
quently, two of John Studebaker’s sons—Henry and Clem 
-started the firm of H. & C. Studebaker, blacksmiths and 
wagonmakers, in South Bend, Ind., in 1852 with a capi- 
tal of $68 and two forges. Meanwhile a third brother— 
J. M. Studebaker—was prospering in the California gold 
rush but as a maker of wheelbarrows and tools, rather 
than a gold miner. In 1858 J. M. joined his brothers in 
the South Bend wagonmaking enterprise, supplied $8,000 
of capital and assumed chief responsibility for decisions. 

The Studebaker wagon business, and financial status, 
got a big boost out of the Civil War. By 1867 it was a 
thriving enterprise with a volume of $350,000 a year and 
net tangible assets in excess of $200,000. Studebaker 
wagons were nationally known, and unsolicited foreign 
business became so promising that an export division 
was set up to handle it. The enterprise was incorporat- 
ed in 1868 under the name Studebaker Brothers Manu- 
tacturing Company. For the rest of the Nineteenth Cen- 
tury it stuck serenely and profitably to its specialty: wag- 
ons of all kinds, buggies, etc. 

Around the turn of the century various “crackpots” 
were figuring that the future of highway transportation 
belonged to “horseless carriages.” Studebaker listened, 
looked—and did not scoff. It began, in 1897, to make 
bodies for electric runabouts; and after five years of en- 
gineering experimentation it started producing electric 
“horseless carriages” on its own in 1902. ‘Two years later 
Studebaker began marketing the Studebaker-Garford 
gasoline carriage, bodies by Studebaker, chassis by Gar- 
ford. In 1g08 Studebaker, which had a big lead over 
the budding automobile makers in distributing organi- 
zation, took over marketing of the gasoline car output 
ol the Everitt-Metzger-Flanders Company. In 1911 the 
Studebaker Corporation was organized as a merger of 
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E-M-F and Studebaker Brothers, with issuance of $43,- 
500,000 of common and preferred stock. That was big 
business for those days—and not a little water in the 
stocks. Studebaker’s car making capacity then was a tiny 
fraction of the more than 250,000 automobiles a year 
that its big South Bend plant is now capable of turning 
out, yet present stock capitalization is less than $2,500,- 
ovo! Indeed, it was not until 1920, with completion of a 
large building program, that capacity reached 73,000 
cars a year. 

In its heyday in the ’20’s, Studebaker ranked only be- 
hind General Motors and Ford in automobile sales. It 
made good automobiles—but so did various others; and 
the competitive struggle became ever more intense. Gen- 
cral Motors set a terrific pace. Then the dynamic Walter 
Chrysler stepped into the picture, gave his name to the 
struggling old Maxwell Company, built the then best car 
which promptly caught the public’s fancy, later put his 
“Plymouth” in the lowest-price field with outstanding 
success, and by the end of the great depression of 1929- 
i933 had his company well up among the “Big Three.” 

Over the years, with General Motors and Chrysler 
cither increasing their total shares of the sales market or 
holding their own, dozens of “independents” have gone 
out of business; and in the last year of civilian car pro- 
duction—1941—none of the other companies (including 
even the powerful and enormously rich Ford Motor 
Company) had as large a share of total car sales, in dollar 
volume, as they had had in their best years of the early 
and mid-’20’s. 

Of the survivors, it is questionable whether Hupp, 
Reo or Graham-Paige will resume automobile produc- 
tion after the war. To the writer it seems dubious 
whether the Hudson and Nash cars can make a signifi- 
cant post-war comeback in trade position, judging by the 
competitive performance in recent pre-war years. The 
Willys and Crosley “bantam-weights” did not gain any 
strong hold before the war and their chances of doing so 
after the war are problematical. It therefore appears 
that the main, and most successful, contenders for the 
motoring public’s favor after the war will be General 
Motors, Chrysler, Ford, Studebaker and Packard. 

Both Studebaker and Packard have a great many 
thousands of devoted customers who would buy no other 
makes; both have able managements; both are well- 
heeled in working capital. In potential for longer-term 
market appreciation, the (Please turn to page 424) 








Total Studebaker Factory Sales 
of Passenger Cars and Trucks. 
1942 56,242 
1941... 133,855 
1940.. 119,509 
1939. 114,196 
1938. 52,605 
1937. 91,475 
1936. 91,999 
(b) 1935. 45,068 
(Predecessor Co.) 
1934.. 51,682 
1933.. 48,287 
(a) 1932.. 49,868 
(a) 1931.. 58,202 
(a) 1930. . 67,269 
(a) 1929... 107,653 
(b) Period March 9-Dec. 31 after reorganization. 
(a) Including Pierce-Arrow Motor Car Co. 
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Tue market record of the packing stocks was much 
less favorable than that of industrial stocks as a whole 
during the late 1920s, since the prosperity of this highly 
competitive industry depends largely on rising commodity 
prices. Also (except for a brief inflation spurt when the 
dollar was devalued in 1933) the group fared poorly in 
the 1937 bull market, the percentage gain from the 1932 
low being somewhat less than for the entire industrial 
group. However, since 1937, the trend has been reversed, 
due to rising prices and war-time demands for meat; the 
decline in the packing stocks from 1937 to the low of 
1942 was considerably smaller than for other industrials, 
and the group average is currently closer to the 1943 high 
level than is the all-industrial index. 

However, the packing shares have failed to reflect fully 
as yet the impressive earnings recovery which has occurred 
as a result of rising profit margins and an unprecedented 
demand for meat products. Nearly all the packing stocks 
were “in the red” in 1937 or 1938, but have now recov- 
ered substantial earning power as indicated in the accom- 
panying table. Finances are being put in order and the 
way paved for resumption of common dividends by Ar- 
mour, Cudahy and Wilson (the other seven issues in our 
table paid dividends in 1943). Yet several stocks are still 
obtainable at two to three times current estimated or 
actual earnings, and only three issues sell above 10 times. 
Most dividend payments appear conservative in relation 
to current earnings. As with almost any industrial group 
of stocks, the packing shares vary widely in investment 
calibre. Swift International has a long dividend record— 
twenty-four years, followed by Hormel (fifteen years), 
Morrell (fourteen years), and Swift (nine years). 

With only about half the reports for the fiscal years 
ended last October at hand, it is difficult to appraise the 
results for the entire industry (interim reports are not 
issued). Swift’s share earnings show a moderate gain over 
last year while its foreign affiliate (Swift International, 
which does business in the Argentine) reported little 
change. United Stockyards earned 63c compared with 
4oc in the previous year, Cudahy $6.10 versus $5.93, 
while Hygrade Food Products jumped its earnings from 
$2.25 to $4.24. Thus with the tremendous volume of 
business handled the industry has apparently been able 
to improve its net earnings despite the restrictive effects 
of Federal taxes, OPA regulations, black market diver- 
sion of business, etc. 

The outlook for the current fiscal year (ending Octo- 
ber 31 next) should also be favorable. In recent months 
there has been a heavy surplus of animals coming to 
market, and at times the stockvards have been swamped 
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with fresh arrivals. Senator Thomas of Idaho plans to 
introduce a resolution directing the OPA to suspend all 
meat rationing until present supplies available to the 
public can be consumed; he believes that thousands of 
tons of surplus pork, lamb and beef now are destined to 
spoil or be destroyed. Whether or not the Senator’s con- 
tentions have merit, it is obvious that the packers have 
all the business they can handle currently. 

With the peak of the seasonal movement of hogs ap- 
proaching, the slaughter at the twenty-seven leading cen- 
ters must average about 1,100,000 head weekly for the 
six months period from October ist to April ist in order 
to take care of the record crop. Hence hog slaughtering 
is expected to average about 35% above a year ago during 
the next three months. President Holmes of Swift & 
Company has expressed confidence that the meat packers 
can handle the situation without serious delays. 

The current gain comes on top of an estimated increase 
of 50% in meat processing during the previous fiscal year 
as compared with the ten-year pre-war average. While 
slaughtering of cattle, calves and lambs is not expected 
to reach the record levels currently indicated for hogs, 
Henry Foster, President of John Morrell and Chairman 
of the American Meat Institute, estimates that the cur- 
rent year’s total meat output will be about 25.6 billion 
pounds or 6% greater than last year, which in turn was 
1214% over 1942. Earnings results should thus compare 
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Charles Phelps Cushing 


Rationing at the retail meat counter. 


favorably with the 1942-3 fiscal year, it is thought. Hog 
prices in December were running about $1 per hundred 
under ceiling levels, indicating improved profit margins 
for the packers. Good results are expected from canned 
products, produce and by-products. It is expected that 
about one-third of this year’s preduction will be used for 
military purposes and lend-lease, leaving two-thirds for 
civilian requirements. 

It is true, of course, that black market difficulties still 
remain and many packers are dissatisfied with Federal 
policies. President Hardenberg of the American Meat 
Institute, some weeks ago, complained that Economic 
Stabilizer Vinson’s directive establishing a fixed range for 
live cattle prices “would freeze most of the beef opera- 
tions in the country at a loss.” He held that subsidy pay- 
ments are being made on a grossly discriminatory basis, 
and also questioned the proposed program for govern- 
ment allocation of live cattle to slaughterers and feeder 
cattle to cattle feeders. While these difficulties are dis- 
turbing, the same conditions probably prevailed through 
a good part of the previous fiscal year, without proving 
a severe handicap to the big packers with their well- 
diversified operations. Many small local units, whose 
securities are not held by the public, may of course have 
been adversely affected. 

The end of the war is not expected to have any imme- 
diate effect on the operations and earnings of the meat 
packers. There will of course be less demand for the armed 
forces and lend-lease, but the Government may still need 
large amounts for its rehabilitation program in conquered 
territory, while the resumption of foreign trade to other 
countries should also prove beneficial. While there may 
not be as widespread mass purchasing power as at pres- 
ent, many families which have been deprived of their 
usual supply of meat will be in the market for increased 
amounts. Some of the packers are reported fearful that 
the large chain store organizations may try to do their 
own meat processing and distributing after the war, but 
this would require a good deal of capital, and would 
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probably not prove a factor, in 
any event, for some years. Fol- 
lowing are comments on individ- 
ual companies and their common 
stocks: 

Armour & Company, second 
largest packer, is highly diversi- 
fied both as to products and 
territory. By-products include 
vegetable oils, soap, leather, glue, 
wool, fertilizer, pharmaceuticals, 
butter, cheese and poultry prod- 
ucts. The company maintains 
large plants in South America in 
addition to those in this coun- 
try. Sales in 1942 were $1,300,- 
000,o00—a little under Swift's. 
Capitalization includes a fairly 
large proportion of bonds and 
preferred stocks which helps ex- 
plain the irregular record (the 
only common dividends paid in 
recent years were in 1937-8). 

The common stock, currently 
around 514, in the past decade 
has fluctuated roughly between 
2 and 8 (except in the year 1937 
when it advanced to 1334). 

The company merged with its 
big Delaware subsidiary last 
September. With the improving cash position, it has re- 
cently resumed payments at the regular rate on the $6 
prior preferred, arrears on which amount to $28.50. In 
addition there are back dividends of $40.25 on the small 
issue of $7 second preferred, so that payments on the 
common will have to await clearing up of all these ar- 
rears. The recent rapid advance in the two preferred 
issues (as much as six points in one recent trading ses- 
sion) seems to reflect hopes of benefits through a refund- 
ing operation. Last October a banking group was re- 
ported to have proposed the sale of $55,000,000 new 1st 
Mortgage Bonds and $20,000,000 Serial Notes, but this 
was apparently rejected. From a tax angle it would of 
course be beneficial if part or all of the preferred stocks 
could be replaced by bonds or notes, but this would 
mean a high bonded debt and might prove impracticable 
despite the present high level of earnings. 

Cudahy Packing, fourth largest company, is even more 
of a “leverage” company than Armour. For many years 
preferred and common dividends were regularly paid, 
but in 1937-8 the company ran heavily into the red and 
discontinued all payments for several years. Last year’s 
payment of $21 per share took care of preferred arrears. 
Resumption of dividends on the common stock would 
therefore seem logical, but may have to await rebuilding 
of cash, which last October was only about $3,000,000 
compared with $5,000,000 the previous year. Net work- 
ing capital, however, improved slightly compared with the 
previous year, and the company explained that heavy 
livestock supplies available in the markets around theend 
of October was responsible for the larger inventories and 
smaller cash balance; correction of this situation would 
restore the cash position. 

George A. Hormel specializes in canned hams, chicken, 
soup, etc., in addition to its general packing business. 
The company was affected by the tin shortage but was 
able to readjust its business successfully so that share 
earnings have averaged above 1941 and only moderately 
below the 1939-40 levels. The company was one of the 
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few in the industry able to remain in the black during 
1938; the 1931 deficit was comparatively small. Growth 
has been excellent, 1929 sales being more than tripled in 
1943 as compared with an approximate 50% gain for 
Armour and Swift. This has doubtless been due to the 
company’s successful merchandising and advertising poli- 
cies and the world-wide business built up for its special 
brands. There is no funded debt, and only a small issue 
of preferred stock ahead of the 465,000 shares of common. 

Hygrade Food Products is a smaller company, with 
assets of only about $10,000,000, but sales are very high 
in relation to assets, amounting to over $88,000,000 in the 
fiscal year ended October 1, 1942, and $101,000,000 in the 
1943 fiscal year, just reported. The company apparently 
has an extremely high rate of turnover, for inventories 
were less than 3% of sales as compared with 10% for 
Armour and 8% for Swift. Funded debt is comparatively 
small—about $1,700,o00o—and there are 274,288 shares of 
common stock outstanding. The current ratio is slightly 
better than 2 to 1. E 

The sharp increase in earnings in the past three years— 
from a deficit of 36c in 1940 to $4.24 for the fiscal year 
1943—appears surprising in view of the company’s bad 
showing during the period 1930-40, when it was able to 
emerge from the red in only three years (1935-6 and 
1939). The company has followed a policy for many 
years of acquiring small companies, and several such 
acquisitions were recently reported. Full details are not 
yet available to permit analysis of 1943 operations, but 
obviously only a slight increase in the average profit 
margin was necessary, considering the huge volume of 
sales, to account for the substantial gain in share earn- 
ings. It seems probable that the company has done a 
very substantial amount of Government war business, 
since the recent report states that renegotiation of 1942 
contracts has been completed without any refund being 
necessary, and that the management believes that profits 
for 1943 will be similarly unaffected by renegotiation. 
The stock has advanced this year from 33/4 to 1014, doubt- 
less reflecting the increased earnings and dividends; this 
is the best price since 1930. 

Mickelberry’s Food Products is a very small company 
(total assets $1,295,000) whose stock is traded on the Chi- 
cago Stock Exchange. ‘The company has no funded debt, 
and the preferred stock issue is small. It specializes in 
pork and other meat products as well as bakery goods, 
and distribution is largely to delicatessen and chain 


stores in the Chicago area. The share earnings record 
appears mediocre, in contrast with the excellent growth 
of sales. While 1943 figures when published may change 
the picture, the stock does not appear interesting on the 
previous record. 

John Morrell & Company is a medium-sized packer— 
fifth largest in the domestic field—specializing in pork 
products in canned form, and it is also the largest pro- 
ducer of dog food. Export business is small. Capitaliza- 
tion is fairly conservative and the current position good, 
based on 1942 figures. Share earnings, while irregular, 
have been “red” in only one recent year (1937) and divi- 
dends averaging about 60% of earnings have been paid 
over a fourteen-year period. As reflected in the price, 
yield and price-earnings ratio, the stock possesses invest- 
ment quality, but on the other hand does not appear to 
have dynamic possibilities. 

Swift & Company, number one world packer, has about 
15% of the United States meat production, but nearly 
half its sales are from other lines, particularly dairy 
products. There are important Canadian and British 
subsidiaries, but the big Argentine afhliate—Swift Inter- 
national—is separately operated (the stock of the latter 
company was offered to Swift stockholders in exchange 
for 15% of that company’s stock, the offer expiring in 
1918). While Swift’s sales and earnings have shown some- 
what the same irregularity as those of Armour, its profit 
margins are somewhat larger, and the conservative cap- 
italization (with small funded debt and no preferred 
stock) has permitted payment of regular dividends for 
fifty-five years with the single exception of 1933. The 
present dividend rate—slightly over half the earnings— 
appears conservative in view of the cash position (over 
$56,000,000) and the good current ratio (3.9 to 1). The 
stock seems to return a satisfactory yield considering its 
investment calibre, but appreciation possibilities are per- 
haps somewhat limited (the stock is currently around its 
best levels of the past decade). 

Swift International (sometimes termed Compania Swift 
Internacional S.A.C.) is the largest South American pack- 
er, but its financial statements are a little difficult to 
analyze because they are stated in Argentine pesos, which 
raises various questions regarding exchange rates. Rough- 
ly, the company’s assets might be worth about $55,000,000 
in American money. Its sole capitalization is 1,500,000 
shares. Sales growth has been excellent, and profit mar- 
gins probably larger than in this country. Because of the 
conservative Capitalization, com- 
paratively small inventory risks 





FOR A QUICK LOOK AT PACKING STOCKS 


(the company has very little 
pork business) and_ relatively 
stable plant and inventory ac- 


Where Price — 1943 Approx. Yield Price-Eain. counts, the company has been 

Traded about Dividends Earn. about atio able to maintain a strong cash 

pees th: Ca.08 MS) NYSE. 514 ae = my 26 position and pay dividends con- 
Cudahy Packing N.Y.S.E. 24 : $6.10 — 3.9 tinuously for twenty-four years. 
ne = _, _— = need ve 5.9 “= While the company’s big export 
ygrade Food Products ur’ I 4.24 10.0 4 Sines iW i -O- 
Mickelberry Food Products Chicago 6 785 ; 4.2 12.0 neers . a? agenaee = 
Morrell (John) & Co. NYSE. 35 150 495 4:3 8.3 pian coger: “ee vereueey 
Swift & Co. NYSE, 28 1.50 3.03 5.4 9.3 ended by the war, the British 
Swift International N.Y.S.E. 31 2.00 2.96** 6.5 10.5 Government has absorbed this 
— ge! ore ; 15 as 5.0 : business under contract. The 


*Preferred dividend arrears cleared up by payment of large extras. 
**Estimated at rate of 25c for the Argentine peso. 
tSubject to renegotiation of Government contract prices. 


# Fiscal years for most packers end Oct. 31. Earnings for Cudahy, Hormel, Swift, United Stockyards 
and Hygrade Food Products are actual; the other figures are approximate estimates. 


(a) Large arrears on preferred stocks. 


stock is usually quite stable. It 
is currently closer to the year’s 
low than the high, due perhaps 
to the unpopularity of the 
present Argentine government 
regime, and its sporadic inter- 
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The biggest and most influential of all organized pressure 
groups after this war will be the ex-service men. When the time comes, 










































































icker— as it will, to put the unions under legal regulation, the ex-service men-- 
| pork remembering the course of the labor leaders in the war--will not move a 
oh et finger to oppose it; and neither will the farmers; and neither will the 
good, white collar people. 
oa Murray and Green say this is not the time for a national 
1 paid service act. There is never a time for anything that the unioneers 
price, don't want. They have in some respect been almost as blind to the broad 
invest- national welfare as were the pre-Pearl Harbor isolationists. For example, 
ear to in 1940 Murray and Green opposed military conscription. The "time" had not 
ae come for it. All that happened was that France had collapsed, the Germans 
senile - had swept to the Channel and poorly armed England--without whose collab- 
dairv oration we could*not at that time hope to control the Atlantic seaways to the Western 
sritish Hemisphere--was in dire peril! 
Inter- The President has passed the ball to Congress by enunciating broad natio- 
esiaaid nal needs; and leaving it up to the legislators to frame the details. Mr. Roosevelt 
ng a naturally knows that the chances are against much of this program being adopted at 
some- this time. Sobeit. If it’s "good politics" to advocate the program, it may be very 
profit "bad politics"--especially by next autumn--for Congressmen to throw it down. 
the. A Mr. Roosevelt made it tough for Congress--and left himself leeway to maneu- 
i Se ver--by putting a national service act last on his list. He doesn't want a service 
Tie act unless the other measures--headed by a "realistic tax law"--are adopted first. 
ings— But Congress firmly thinks that present taxes are plenty realistic enough; 
(over and it knows that on this part of the Roosevelt program there will by little if any 
Re supporting pressure from public opinion. The present $2 1/2 billion tax bill will not 
e per- be substantially changed. Roosevelt may veto it. That would throw the whole tax 
nd its situation open again--but probably mean no tax bill at all in 1944, 
The President will win on his fight to keep the present renegotiation 
Swift methods on war contracts substantially unchanged. On this the political issue of 
gel "helping the corporations profiteer" is too dangerous for the average Congressman 
eit to monkey with. 
ough- - The "cost of food law" that Mr. Roosevelt calls for is "good politics”. It 
0,000 has just the right ring. It gives the Administration's desired subsidy program a new 
0,000 lease on life. Some kind of a compromise reasonably satisfactory to the White House 
byral is on the cards. 
caine. Republican political developments are worth noting. At the Chicago meeting 
risks of the big-wigs the Willkie forces had to play second-fiddle. It appears that Willkie 
little is stopped. At any rate, his only chance of nomination now appears to be to go into the 
tively primary fights and win delegates in large number. It will take a driving public 
—. opinion to put him over. He had such a public opinion behind him in 1940. Whether 
cash he will have anything like it this time remains to heen. seen. It presently looks 
-con- doubtful. 
years. But it is nevertheless significant that there has been an effective "in- 
ae ‘ side" revolt against Old-Guard leadership of the Republican Party as typified by 
end Chairman Spangler. If the liberal Willkie cannot be nominated, neither cana "stand- 
ritish patter." From all the signs the Party really yearns for a "middle-of-the-road" can- 
this didate who is also a vote-getter. Therefore, the odds increasingly favor nomination 
The of Governor Dewey. And there is now convincing evidence that he will accept the nomi- 
Te nation if he does not have to make an open fight for it and if it comes by acclamation. 
haps Tempers still are being lost over strike denunciation by a "high official" 
the -- identified as Gen. George C.Marshall, Chief of Staff. Circumstances about his 
ment statement, rather than its content, are of principal interest. Even labor has a 
428) "no strike" rule (if unobserved), therefore is on record. 
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The war within a war is developing quirks. Questions are being asked. 


Two weeks earlier a nonmilitary executive of the Administration issued a statement 
on the probable results of early military action; now comes a military man speak- 
ing of production problems. 

; Each instance found the White House giving vehicle to the utterances or 
confirming them. The result is the same. Raised is the question whether a new 
approach to "public consciousness" has been found, a new type of trial balloon. If 
made by FDR himself, the statements would not have received any more play. 

The nonmilitary man speaking of tremendous casualties ahead was “off the 
record" but his identity is known to most Washington newswriters and dozens of 
others. He has disavowed future political plans. The military man is mentioned 
favorably as a successor to the New Deal mantle. He hasn't spoken on political . 


subjects. 

Amusing offshot of the debate was AFL Chief William Green's assertion 
that "there never was the faintest possibility. of a walkout by railroad workers," 
and the quick retort by the rail unions that they weren't bluffing. 

The proposal by Rep. Harold Knutson that the. Bureau of Internal Revenue 
be divorced from the Treasury was a poorly aimed shot at Secretary Henry Morgenthau 
which even Knutson's party chiefs admit suggested no real cure. 

Knutson only one week earlier issued a blueprint of GOP plans to cure tax 
ills if given encouragement in the form of votes.. Despite his offer of quid pro quo 
he accused Morgenthau of playing politics with taxes. Omitted was the helpful asser- 
tion that whatever the Treasury recommends, Congress can -- and does -- write its own 
tax bills. 

More practical thought on the subject of legislation was that expressed 
by Minority Leader Joseph W. Martin, namely, that Congress should begin a system- 
atic program of revenue law simplification. Millions are paying Federal levies based 
on statutes they can't understand, aren't sure they're not violating, it was argued. 

Martin beat, by one edition, Chairman R. L. Doughton of the Ways and 
Means Committee, who also heeded the mounting roar of complaint by taxpayers and 
came out with a suggestion for simplification. 

But while Republicans were making it hot for the Democrats in Washington, 
they were having their own troubles elsewhere. The Capital considered it a cer- 
tainty that the family fights within the Chicago GOP meeting were sure to carry 
over. They were long in the making, growing in intensity. ; 

Congress came back from its holiday furlough to run smack into a War 
Food Administration suggestion that the food stamp plan be revived to share the 
grocery bills of at least the low-income group. It was WFA's answer to the law- 
maker's refusal to enact a food subsidy bill last month. 

Beneficiaries of the plan would be about eighteen million persons. The 
cost would run to about three bilion dollars annually. The War Food Administration 
coyly suggested the stamp plan couldn't be relied upon to prevent prices from rising, 
said the objective is to improve the diet of the poorer class, and reported it had been 
under study for several months. 

CIO President Philip Murray's demand for a guaranty of 52 weeks of work 
@ year under collective bargaining agreements of the United Steel Workers is taken 
to be the starting point for negotiation, but it's causing some unrest in Wash- 
_ington. - . 
Murray describes the plan as the sensible way of combatting destructive 
postwar jolts. Inferentially, the CIO chief dismissed unemployment compensation 
benefits, and the spread-the-work 40-hour week as ineffectual. 

Holding down the hottest corner in Washington, Leo T. Crowley is stopping 
fast balls by the dozens but is showing up increasingly well in the box scores 
because he has support where it counts the most -- the White House, on Capitol 
Hill, and among the major executive agencies. 
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CONCLUSIONS 


MONEY AND CREDIT—House Ways 
and Means Committee member Knut- 
son thinks that minimum Treasury 
revenues of $23 billion will be required 


to 


balance post-war Federal budget. 


1943 revenues were $32.5 billion. 


TRADE—Shoppers, 


expecting larger 


supply of durable goods later, and bet- 


ter 


quality of soft goods, hestitate to 


load up at this date with war-time 
substitutes. 


INDUSTRY — With December war 


producion at new all-time high, steel 





is being released for resumed output 
of hundreds of pre-war metal conve- 


niences. 


COMMODITIES — Established of 
parity ceiling on hard wheat followed 


by 


mild reaction in spot commodities 


indexes and new war-time highs for 
futures. Feed supplies this year will be 
adequate, but not overabundant. 





Per capita business activity has risen 
nearly a point during the past fortnight to 
within a small fraction of last summer's all-time 
high. Our index advanced 2!/, points in De- 
cember to 130.8, a level 11.3 points above 


December, 1942. Without compensation for 
population growth, this publication's index of 
business activity for December reached 158.5%, 
of the 1923-5 average, compared with 155.3 
in November and 145.4 for December a year 
ago. Average for the fourth quarter was 
156.3, compared with 156.9 in the third quarter 
and 143.5 for the final quarter of 1942. Aver- 
age for the calendar year was 155.3—6.1% 
ahead of 1942. 


* * * 


Though a last minute Christmas shopping 
rush boosted department store sales in the 
week ended Dec. 25 to a level 22% higher than 
a year earlier, sales during the closing week of 
the old year fell to 6 below, compared with 
gains of 3% for four weeks and 11% for the 
calendar year. The nation's retail store sales 
last year are estimated at the record total of 
$63 billion—though only 44% of the public's 
aggregate income, estimated at $142 billion 

—9%/, above 1942 in value, but up only 1°%, in 
volume. Inventories were drawn upon to 
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Latest Previous Pre- 
a kon ie » pal ee PRESENT POSITION AND OUTLOOK 
ate ont! on go arbor 
FEDERAL WAR SPENDING (¢f) $b Jan. 5 1.52. 1.20 1.49 0.43 ee 49 
Cumulative from Mid-1940 Jan.5 15431528) 69.2143 (Continued from page 419) 
supply this heavy demand in face of diminished 
FEDERAL GROSS DEBT—$b Jan. 5 166.0 165.6 ~—'108.4 «85.2. | Production of civilian goods. 
* * * 
While it is too early to predict with confidence 
MONEY SUPPLY—Sb_. : r 
Demand Deposite—101 Cities | Jan. 5 337 339 284 243 tea raptieneapiclnaas vs = cin ae 
Currency in Circulation Jen. 5 20.4 20.4 15.4 10.7 this year, it is our guess that, with a e ta 
about early resumption of production of better 
quality pre-war civilian items, consumers will hesi- 
BANK “ten gagy Avge. _ . tate to load up at this late date with: wartime 
New Yo ity— an. 5 : 4.96 4.22 3.92 | substitutes. One large retailer points out that 
100 Other Citiee—$b aaled al — weed aad thousands of new savings accounts are being 
opened by people who, bankers believe, have 
INCOME PAYMENTS—S$b (cd) Nov. 12.42 12.74 10.68 8.11 “bought themselves out" and now are digging in 
S | 2 & W. es ed Nov. 8.89 8.87 7.57 5.56 for a post-war rainy day. 
Retuies & one 4 ai Nov. 053 O08! 052 055 ryan 
Farm Marketing Income (eg) gba Oct. 2.26 1.94 1.96 1.21 ' ; . 
Includ'g Govt. Payments (ag) — Oct. 2.29 1.99 1.91 1.28 Be this as it may, most store executives appear 
: to agree upon the prudence of staging clear- 
ENT (eb) ac 513 51.9 52.8 502 ance sales, now that the holidays are over, to get 
CIVILIAN —— e wal Nov. 98 10.7 98 9.0 rid of sub-quality “ersatz merchandise before 
Agricultural Emp joyment (¢ aT is 16.2 16.2 iS, ; the public becomes more discriminating. The 
Employees, Manufacturing (Ib)- ov. ; 6. 5.4 13.6 
Employees, Government (ib) Nov. 5.8 5.9 5.7 45 Easter parade this year will flaunt finery made 
UNEMPLOYMENT (cb) m Nov. 0.6 0.7 1.7 3.9 from the last remaining hoardings of pre-war silk 
and wool. 
s 2 8 
FACTORY EMPLOYMENT (Ib4) Nov. 171 170 162 141 —~ 
a ee: 234 232 210 168 The War Manpower Commission reports that 
Non-Durable Goods Nov. 121 122 124 120 war production in December was at the record 
FACTORY PAYROLLS (Ib4) Oct. 333 328 271 189 annual rate of $80 billion, compared with esti- 
- mated output valued at $77 billion for 1944 and 
FACTORY HOURS & WAGES (ib) actual production of $61 billion last year. “Man- 
Weekly Hours Oct. 45.4 44.7 43.6 403 power management is solving the manpower 
Hourly Wage (cents) 2 Oct. 98.9 99.4 89.3 78.1 muddle." During 1944 the manpower situation 
Weekly Wage ($) —.-.-——.-_—— Oct. 44.90 44.43 38.89 32.79 | will remain "very tight'’in aircraft and shipbuild- 
ing centers, and there will be increasing strain 
PRICES—Wholesale (Ib2) Jan. 103.0 102.9 1012 922 | on the West Coast. 
Retall (edlb) dati wer eed — Elsewhere in official Washington circles it is 
believed that war production in 1944 will be 
COST OF LIVING (Ib3) Nov. 124.1 124.4 119.8 110.2 nearer $67 billion than $77 billion, thereby re- 
Food Nov. 137.3 138.2 131.1 003.8 leasing about a million workers for civilian or 
te Now — — med ee other service. Nevertheless, consumers can ex- 
; ; pect little benefit during the first half of 1944 
from the moderate increase in civilian supplies 
aoe renee iaintiliais “me iain — ~— ais already sanctioned by the WPB; since. four to 
tail Store Sa — : ‘ , z ‘ six months are required to break i em- 
Durable Goods __ Nov. 0.79 0.81 0.75 1.14 eisies ? oe 
Non-Durable Goods Nov. 481 4.91 4.22 358 | Povo: ae 
Chain Store Sales i Nov. 187 18! 187 151 ; : P 
Dept. Store Sales (rb) (1) ay 129 - 158 125 116 There is talk of releasing, early this year, an 
Dept. Store Stocks (rb2) —_. Nov. 97 107 105 95 | additional 740,000 tons of steel monthly for 
civilian needs. This, with the present. allowance 
MANUFACTURERS’ of 1.85 million tons, would make 2.59 million tons 
“< ange § + ‘—aieeeaen cen 0 “7 = 7 available, compared with the 1934-5 average of 
urable Goods ct. one 
any a cng Se Oct. 196 191 188 178 3.68. million tons consumed monthly and current 
Shipments (cd3)—Total Oct. 270 261 228 183 | monthly production of 7.4 million. A major por- 
Durable Goods —_... Oct. 373 356 289 220 | tion of the increased allotment will go to make 
Non-Durable Goods Oct. 191 186 18! 155 | more rails and track accessories, railroad equip- 
Se aeeaenee : ment and motor trucks; though wartime curbs are 
BUSINE s—S$ bout to be relaxed lready have b 
End of Month (ed)—Total Oct. oo. 2 a i ee 
, e use of iron and steel in some 900 of the 
Manufacturers Oct. 17.8 17.7 17.5 15.2 ae 
Misoleonlocs’ Oct. 4.0 3.9 4.0 46 commonest civilian articles which have gone com- 
Retailers’ Oct. 6.2 6.2 7.3 6.9 pletely out of production. 
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Wk. or k.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
— Jan. | 131.5 130.5 120.4 118.2 
Ww. Bl aig ones peng 159.6 158.2 146.7. 139.5 Among civilian items expected to reappear in 
the market this year are electric irons, razors and 
INDUSTRIAL PRODUCTION (rb3) Nov. 247 247 220 174 blades, mechanical refrigerators, radio tubes, 
Durable Goods, Mfr. —..... Nov. 377 375 319 215 enamel kitchen ware, hairpins, etc. Several ship 
Non-Durable Goods, Mfr. Nov. 178 178 168 ss lines have already received permission to order 
CARLOADINGS—t—Total Jan. | 643 641 621 833 | new merchant vessels, designed for post-war 
Manufactures & Miscellaneous ........ Jan. | 299 305 306 379 | trade, to be started this year, and the WPB has 
0 Lok Jan. | 88 85 76 156 | authorized approval of construction projects 
pal yo pe pd = = where the cost is less than $25,000. On the other 
" hand, there will be continuing, and perhaps in- 
ELEC. POWER OUTPUT creasing, shortages this year of anthracite coal, 
(Kk. W. H.)m Jan. | 4,337 4,295 3,780 3,369 | gasoline for pleasure driving, wood products, 
. paper, and shoe leather. 
SOFT COAL, Prod. (st.) m Jan. | 10.5 9.5 9.3 10.8 
Cumulative from Jan. |.................-.- Jan. | 589 578 580 466 — 
Stocks, End Mo Nov. 60.1 688 90.9 61.8 
One important obstacle to partial resumption 
PETROLEUM—(bbIs.) sa of civilian production is the high unit cost of 
Crude Output, Daily -....................- Jan. | 4.36 4.36 3.87 4.11 s é : - 
Gasine Stocks Jen. | 7630 74.02 80.47 87.84 | Producing articles in a factory operating at, say, 
Fuel Oil Stocks Jan. | 57.33 57.60 72.67 94.13 | half capacity. Unless vacant floor space is oc- 
Heating Oil Stocks Jan. | 42.43 43.79 44.83 54.85 | cupied with supplementary war work, a plant will 
lose money at present ceiling prices set for 
LUMBER, Prod. (bd. ft.) m Jan. | 371 457 346 632 : 
Stocks, End Mo. (bd. ft.) b ........ Oct. 3.7 3.8 49 12.6 | capacity output, and based upon the much 
lower pre-war cost of labor and material. Many 
— PRODUCTION D 723 137 731 6.9% civilian goods are going to cost more than 
ec. ; : : ’ 
Cumulative from Jan. 1 .. Dec. 88.87 81.61 86.03 75.69 | before the war. 
es ¢ ¢ 
ENGINEERING CONSTRUCTION 
AWARDS (en) $m Jan. 6 21.6 28.2 63.9 93.5 T =o cilia brokiel #tes in N 
” ass ae | ax-paid withdrawals of cigarettes in Novem- 
ere ceacendesal = i — hone — ber, for domestic consumption, totaled 24.3 bil- 
a Hei idea tabi sie ve 1 “ste lion, a new high record. Reported stocks of 
aperboard, New Oorders (st)t .... an. ‘ 2 
Cigarettes, Domestic Sales—b........ Nov. 24.3 235 20.4 17.1 whiskey on Nov. * do not include the wholly 
Whiskey Withdrawals (tax gals.)m Nov. 5.57 5.36 5.66 8.14 | inadequate 26.6 million Gals. of neutral spirits 
Do., Stocks (End Mo.) Nov. 392 399 480 506 needed for blending. 








ag—Agriculture Dep't. b—Billions. ca—Chain Store Age, 1929-31—I100. cb—Census 
Dept., Jan., 1939—I100. cd3—Commerce Dep't., 1939—100. cdlb—Commerce Dep't. Index (1935-9—100) using Labor Bureau & other 
data. en—Engineering News-Record. |—Seasonally adjusted Index, 1923-5—100. lb.—Labor Bureau. |b2—Labor Bureau, 1926—100. Ib3— 
Labor Bureau, 1935-9—100. Ib4—Labor Bureau, 1939—1!00. m—Millions. mpt—At Mills, Publishers & in Transit. np—Wéithout compensation 
for population growth. pe—Per capita basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, adjusted index, end of Mo., 1923-5— 
100. rb3—Federal Reserve Board adjusted index, 1935-9—100. st—Short tons. t—Thousands. tf—Treasury & R. F. C. 


Bureau. cd—Commerce Dep't. ¢d2—Commerce 
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No. of 1943-4 Indexes (Nov. 14, 1936, Cl—1!00) High Low Jan.8 Jan. 15 
Issues (1925 Close—100) High Low Jan.8 Jan. 15 | 100 HIGH PRICED STOCKS...... 68.01 52.87 63.86 64.21 
283 COMBINED AVERAGE... 89.9 54.5 81.5 82.6 | 100 LOW PRICED STOCKS........ 88.00 43.61 78.31 79.98 
4 Agricultural Implements... 156.5 105.2 149.6 152.3 6 Investment Trusts.............. oe 39.1 22.7 34.3 35.0 
9 Aircraft (1927 Cl—100)...... 179.2 112.7 125.2 125.8 3 Liquor (1927 Cl—100).......... 321.3 197.1 304.8 192.3 
5 Air Lines (1934 Cl_—100)...... 560.3 363.1 447.3 442.0 Ry are 111.6 82.6 105.6 106.6 
BB AMUSAMGNY sas 8 78.4 40.2 69.9 69.9 2 Mail Order =... FRE 61.8 87.4 87.1 
12 Automobile Accessories ........ 142.1 83.0 122.0. 127.0 3 Meat Packing......................... 62.0 34.9 59.2 59.3 
TCL Cl: eer ist 21.0 9.7 18.7 18.5 11 Metals, non-Ferrous............... 155.7 106.8 120.5 122.9 
3 Baking (1926 Cl—100).......... 15.0 8.5 12.9 13.1 Co eee 13.7 9.0 13.4 13.7C 
3 Business Machines .................. 197.1 129.4 176.3 180.7 | 22 Petroleum ........... 141.4 86.9 126.2 125.5 
2 Bus Lines (1926 Cl—100).... 115.3 54.9 111.6 115.3E | 19 Public Utilities 58.1 23.2 49.3 49.2 
(Ol CT ce Se ee 194.7 153.5 180.6 180.2 4 Radio (1927 Cl.—100).......... 26.1 12.1 22.6 23.7 
4 Communication (R)...............- 59.8 41.9 57.4 58.5 7 Railroad Equipment............... 57.4 32.1 52.8 54.0 
12 Construchion) 2.<.0.2c.0.0 cscs: 38.0 23.3 34.0 34.6 18 Railroads 18.6 9.8 14.6 15.6 
GIGOMGINGIS estscvecs testis 240.4 177.1 226.5 226.3 2 Shipbuilding 0.0.22. 106.1 61.2 70.3 71.9 
8 Copper & Brass........................ 82.5 61.8 65.6 65.4 Ce D> | een 337.1 197.8 319.5 316.0 
2 Dairy Process. occ. 40.5 29.7 40.0 40.1 3 Steel & Won... 2... 79.3 57.6 69.2 70.3 
6 Department Stores.................. 32.2 15.4 28.6 28.2 cho a eee 47.2 32.2 43.5 42.8 
5 Drugs & Toilet Articles.......... 89.6 50.9 85.0 87.2 2 Sulphur .... 196.2 159.8 165.4 171.7 
2 Finance Companies.................. 237.3 152.6 224.2 231.8 SO GMNGR er 33.7 49.5 50.3 
7 Food Brands 131.9 85.5 126.2 125.1 3 Tires & Rubber.................... 28.1 16.5 26.9 26.9 
2 Food Stores 47.8 37.7 47.1 47.7 4 Tobacco 67.7 52.2 62.7 63.8 
4 Furniture 63.5 35.0 58.8 60.2 Z Variety Stores... 233.8 182.4 226.4 225.4 
cl ey 7 LT eee eee pee 1010.4 610.3 927.3 1010.4E | 21 Unclassified (1942 Cl—100) 190.0 100.0 164.2 167.1 








New HIGHS since: C—1941; E—1939. (R)—Former "Tel. & Tel." group; with 1942-3 figures revised, and American Cable & Radio added. 
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Trend of Commodities Tren 
Cash prices for farm commodities declined, and futures event of a post-war decline in commodity prices, the same | __ 
advanced, a little on an average since our last issue, fol- parity formula would then work in reverse. The Agriculture (( 
lowing establishment of ceiling on hard wheat in the cash Department says that a 21% deficiency in precipitation ml 
and the futures markets. In fixing ceilings at parity, under during the closing four months of 1943 has hurt crop pros- “~? 
a formula resting upon prices paid by farmers, the OPA pects for 1944; despite the probably greater acreage to Px ‘ 
has installed an automatic escalator for prices received be planted, larger available supplies of fertilizer and #YS'") 
by farmers; since farm commodities in raw or processed allocation of more materials for farm machinery and #85 * 
state bulk large in the index of prices paid by farmers. repair parts. Feed supplies should be sufficient, but not ith t 
Thus the parity price for corn in October, 1942, was 98 overabundant. The period of heaviest livestock feeding he 
cents. By October, 1943, it had risen to $1.07. Wheat is over, livestock population is declining under the heavy |, 1) 
parity rose within that twelve month period from $1.36 to marketing of meat animals, while huge Government pur- f° 1° 
$1.47; and cotton from 19.10 cents to 20.58 cents. In chases of Cuban molasses for war alcohol will save grain. a 
ially 
ear. 
180 135 he de 
WHOLESALE COMMODITY PRICES mmu 
FARM PRODUCTS Cte 
160 i" [ ba 
125) —- 3% me. 
} ie unte 
J luses 
140 f 
° "5 d intevehnaes | nto § 
= " y ne 
Hf ripp 
120 Am 
a ; no 
" moon” oh 
@ 100 Lemon wrt pati 
seen ] 
| i i i, i nn en, =| ©. asmell Mae wii houl 
P| percents hine 
80 NON- FARM PRODUCTS D gO 
ols 
str 
60 85 1 1 1 4 1 1 f tur 
‘20 ‘25 30 ‘35 42 43 ‘44 1942 1943 “44 bar’s 
nti 
e 1 
U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES ere 
Spot Market Prices—August, 1939, equals 100 mil 
m 
Date 2Wk. Mo. 3Mo. 6Mo. I Yr. Dec. 6 Date 2 Wk. Mo. 3Mo. 6Mo. | Yr. Dee. 6 td 
Jan.8 Ago Ago Ago Ago Ago 1941 Jan.8 Ago Ago Ago Ago Ago 1941 
28 Basic Commodities... 179.1 179.2 178.5 178.3 176.2 173.8 156.9 7 Domestic Agricultural. 218.6 218.9 216.3 217.9 210.8 199.1 163.9 on 
tl Import Commodities... 167.8 167.9 167.8 167.2 167.7 163.8 157.5 12 Foodstuffs 0... 206.3 206.8 205.4 204.9 200.1 198.8 169.2 Th 
17 Domestic Commodities 186.8 186.9 185.8 185.9 182.0 §80.6 156.6 16 Raw Industrials ......... ... 160.9 160.7 160.5 161.6 160.1 156.9 148.2 fy im 
er p 
COMMODITY FUTURES INDEX SPOT COMMODITY INDEX - 
n 
100, NOV. DEC. JAN. ‘aie NOV. DEC. JAN. bns 
hg c 
fhus 
ft. hain 
——— : : 
A ad est 
her 
intl 
90 240 ra 
DOW JONES MOODY'S INVESTORS Li 
COMMODITIES INDEX SERVICE INDEX lcre 
Lal | " 
230 bb 
ibb 
rict 
Average 1924-26 equal 100 15 Commodities, December 31, 1931, equal 100 dort 
Copyright by Moody's Investor Service ich 
on wee eee ee eee eee eee 1944 1943 1942 1941 1939 1938 1937 hn.) 
High ..................... 97.09 96.55 88.88 84.60 64.67 54.95 82.44 fiteh see a. 247.6 249.8 239.0 219.0 172.3 152.9 228.1 a 
Low 95.93 88.45 83.61 55.45 46.50 45.03 52.03 LOW ccececscceeencnnee 247.0 240.3 220.0 171.6 138.4 130.1 144.6 
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Trend to Surpluses Begins 





(Continued from page 392) 





eeds will continue to absorb the 
wk of output with the aircraft in- 
ustry expected to increase its tak- 
gs as it becomes better acquainted 
ith this light metal. However, pro- 
uction is definitely over the hump. 
The supply situation in lead and 
inc is So much improved that civil- 
n industries can anticipate mate- 
ially better treatment in the new 
ear. Biggest lead-saving factor is 
ie decision to cut down small arms 
mmunition output; savings are ex- 
ected to be absorbed by the makers 
f batteries, cables and ethyl gaso- 
ine. Even some ammunition for 
unters may again be in sight. Sur- 
luses of zinc may be expected to go 
to galvanized pipe and sheets, bad- 
; needed by farmers, and weather 
ripping to save heating fuels. 
Among ferro-alloys, the situation 
now so easy that for antimony, 
olybdenum, vanadium, cobalt, al- 
bcations have been abandoned. This 
jould eventually benefit the ma- 
hhine tool industry which is anxious 
p go ahead with the manufacture of 
ols and machinery needed for in- 
ustrial reconversion. Reserve stocks 
{ tungsten are ample, with nearly a 
ear’s supply on hand but its use 
ntinues carefully restricted. While 
e nickel supply is comfortable, 
ere is no early prospect of any be- 
ming available for civilian con- 
mption. Chrome is plentiful and 
creased use for stainless steel has 
en permitted. 

The rubber outlook, too, has great- 
ange Our new synthetic rub- 
r plants are working toward their 
roduction goal of 70,000 tons a 
honth and current output of 55,000 
ns monthly already exceeds exist- 
hg capacity to fabricate it into tires. 
thus tire building capacity is the 
hain bottleneck; also, remaining 
ocks of natural rubber must be 
rrefully conserved. At present, big- 
rst shortage is in heavy duty tires 
here lack of capacity is felt most. 
n the whole, however, enough tires 
r all essential purposes are expect- 
| in 1944, barring an unforeseen 
hcrease in military demands. 

On the other hand, as synthetic 
bber output soars and reclaimed 
ibber becomes available without re- 
riction, elastic fabrics of all kinds, 
borting goods containing rubber and 
ich things as baby supplies will 





preree from the shortage stage and 


nce more become fairly abundant. 
In diverse other fields, the supply 
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THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 


STATEMENT OF CONDITION 
DECEMBER 31, 1943 


RESOURCES 


Cash and Due from Banks . . . . $1,050,012,132.96 


U. S. Government Obligations, direct 
and fully guaranteed . . . .. 2,603,17 1,662.35 





State and Municipal Securities . . 74,385,803.51 
Other Securities . . .« « « « « 89,737,516.11 
Loans, Discounts and Bankers’ 

Acceptatices. 2 wc 6 lw Us 791,979,924.59 
Accrued Interest Receivable . . . 9,114,028.50 
WIMGRGOG «eo eee Ge 7,371,146.66 
Customers’ Acceptance Liability . . 4,535,147.91 
Stock of Federal Reserve Bank . . 7,050,000.00 
Banking Houses . . . ... -« 35,740,420.22 
Other Real Estate. . . . « « « 4,990,637.67 
OHRGRASACES 6 oe ee SO 1,885,543.02 


$4,679,973,963.50 





LIABILITIES 
Capital Funds: 
Capital Stock . $100,270,000.00 
Surplus . . . 134,730,000.00 
Undivided Profits 37,878,137.46 





$ 272,878,137.46 


Dividend Payable February 1, 1944 . 5,180,000.00 

Reserve for Contingencies. . . . 6,455,398.70 

Reserve for Taxes, Interest, etc. . . 5,863,504.79 

DenOete <6 ‘2. «pla 6 & eo es a 4,375,581,740.97 
| Acceptances 


Outstanding. . $ 8,697,050.17 
Less Amount in 





Portfolio . . 2,808,450.76 5,888,599.41 
Liability as Endorser on Acceptances 

and Foreign Bills . . .« « « e 561,411.98 
Other Liabilities « « 1. + 8 es 7,565,170.19 





$4,679,973,963.50 





United States Government and other securities carried at $735,982- 

755.00 are pledged to secure U. S. Government War Loan Deposits 

of $583,660,010.04 and other public funds and trust deposits, and for 
other purposes as required or permitted by law. 


Member Federal Deposit Insurance Corporation 























siuation also looks better though in imported wool, is quite easy. Actual 
most cases not as markedly as with shortages continue in lumber which 
metals. Some textile fibres are in is critically short, and leather is 
easier supply for civilian production, scarce with output of sole leather 
and wool particularly, thanks to ac- running some 25% below the pre- 
cumulation of tremendous stocks of — ceding year. Sharply stepped-up war 
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demands and transportation difficul- 
ties keep petroleum products among 
the most tightly rationed. Tin is 
ample for all war needs but any ex- 
cess over current demand is added to 
existing stockpiles as a precaution- 
ary measure. Coal is a problem 
child. 

' All these developments are natu- 
rally having repercussions on many 
fronts. It is important news for con- 
sumers but it has an equally impor- 
tant meaning, too, for businessmen 
who make or seil civilian goods. 

Reaction in the business world is 
essentially three-fold. As materials 
surpluses developed, industry became 
increasingly ‘inventory conscious” 
and now has begun to dispose of im- 
mense quantities of hoarded mate- 
rials. The extent to which industry 
had accumulated excess inventories 
is rather startling, as shown by fig- 
ures revealed by the Senate’s Tru- 
man Committee. According to these, 
U. S. manufacturers, as of last July, 
had on hand in excess of their nor- 
mal 60 day requirements more than 
2,296,000 tons of carbon steel, 333,- 
ooo tons of alloy steel, 176,800,000 
pounds of copper and 89,600,000 
pounds of aluminum. Raw mate- 
rials inventories in the aggregate 
were 73% above pre-war; stocks of 
semi-finished parts 155%. 

Large industrial concerns, includ- 
ing some leading aircraft manufac- 
turers and even the U. S. Army Air 
Force, of late have been circulating 
printed catalogs of surplus materials 
and parts for sale. Inventories are 
rapidly being cut down to no more 
than 60 days needs and in the proc- 
ess, the supply situation is further 
easing in many directions. Needless 
to say, this is a most desirable devel- 
opment. It not only takes the strain 
out of supply but helps cushion the 
much-feared impact of widespread 
inventory liquidation when the war 
is over. And as a welcome corrollary, 
the working capital position of many 
concerns becomes correspondingly 
more liquid. . 

The effect on civilian industries is 
obvious. It is proving a definite fillip 
to post-war planning and for war-de- 
pressed industries speeds the day of 
at least partial resumption of normal 
operations. 

But there are problems as well. 
With large surpluses in virtually all 
the war metals in prospect, the ques- 
tion of metals stockpiling as sug- 
gested by the metals industries press- 
es for an early decision. Creation of 
metals stockpiles, it is urged, would 
not only prevent near-chaotic price 
conditions after the war but would 
insure the nation against future 
shortages in times of national emer- 
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gency. The idea has two principal 
drawbacks. Existence of such stock- 
piles may very well work as a future 
price depressant. Moreover, there is 
no guarantee how long the stockpiles 
could or would be maintained once 
concern over national defense begins 
to fade after the war. Should public 
pressure be exerted to free these 
stockpiles within a reasonably short 
period, the net effect might be mere- 
ly a postponement, not a circumven- 
tion of the “evil day” which the 
metals industries seem to fear. 

To the consumer, this turning 
point in our supply picture quite ob- 
viously means a progressive easing of 
the rigors of war-time shortages and 
restrictions. This even now is evident 
in a number of fields, previously 
touched upon. It will be felt most 
in household appliances, small tools, 
certain building supplies, kitchen- 
ware, baby supplies, sporting goods 
and a variety of lesser utility items. 
Even the automobile parts situation 
has eased to the point where new 
parts, badly needed, are beginning 
to be in better supply and private 
automobile owners should benefit 
therefrom shortly. On the other 
hand, no new automobile produc- 
tion is planned for 1944 though this 
might change quickly if the Euro- 
pean war ends soon. The automo- 
tive industry, anticipating this pos- 
sibility, of late has become quite re- 
conversion conscious, even to the ex- 
tent of placing large machine tool 
orders. New cars could appear on 
the market some 4 to 6 months after 
the beginning of reconversion. For 
the moment, however, and this ap- 
plies to all fields, manpower shortage 
and in some instances distribution 
problems are limiting factors affect- 
ing the comeback of civilian goods 
but they are definitely on the way. 
Their re-appearance in greater vol- 
ume should become more apparent 
as we enter the second half of the 
year. 

Psychologically as well, the present 
turning point is significant. Above 
all, it compels a return to the com- 
petitive mentality of industry, largely 
lost under the stress and strain of 
all-out production for war. It gives 
new meaning to cost factors, to re- 
search; it resurrects the ‘challenging 
problems of materials competition 
and begins to outline future trends. 
In short, what we are beginning to 
witness today is the first faint light 
that marks the dawn of the coming 
new age. 

Needless to say, every investor has 
a tremendous stake in the shifts and 
developments going on or in the 
making as they must be expected to 
be progressively reflected and dis- 
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counted by market action. More 
than ever, therefore, it behooves hin¥sum 
to keep abreast, not only to protecgreso 
his investments but to be able togural 
make the most of the opportunitiepfce 
which the future doubtless — willfbart 
bring. vert 
ly g 
Are Basic Changes Coming pro} 
in Position of Oil Industry? pserv 
whic 
some 
(Continued from page 401) Frese 
age . pAme 
position in the world petroleum pic}... 
ture. ‘Veign 
Unprecedented demand forced ou? 
crude oil production in 1943 to th, ¢ 
record high of 1.51 billion barrelsfio., 
world production to the all-time peak 
of 2.25, billion barrels, an increase off 
124 and 20 million barrels respec: 
ively over 1942. “The accompanying} 
table presents an interesting picture 
of the production shifts in all prin haps 
cipal producing areas the world ove er. 
and highlights the chances directly... 
traceable to war causes. It shows} ages 
too, that by far the greatest produc 
tion spurt occurred in the Unite 
States which has been carrying th 
main burden in supplying the armed 
forces of the United Nations. Whild ie, 
despite transportation and distribu§piy;, 
tion difficulties, our oil indust 
managed to acquit itself efficiently Oe yeas 
all the war tasks expected of it, onfjang | 
problem remains and it is not yiel,nq , 
ing to time. That is discovery of suffcoyn 
ficient new reserves to replace suppprit;: 
plies being withdrawn so that the inthe p 
dustry will be able to meet future rjapoy 
quirements without departing from)past 
efficient production practices. fin th 
Since 1938, new oil discoveri{the { 
have not equalled withdrawals in anfian | 
single year and since the war, thio p 
trend was aggravated by a sharp drofierye. 
in exploration and drilling activitidhe 
because of scarcity of manpower anfSoyt} 
machinery. Thus additions made t#wor]< 
estimated crude reserves in recelfare ¢ 
years were due principally to extelfpillio 
sions made to fields already previfectiy 
ously discovered, and to revision shou] 
prior estimates of reserves in knows Buy 
fields. While demand grew enolence, 
mously, there was only a trifling of oped 
set in new discoveries. Unless thfwe h: 
latter greatly increase, and perhaj 
regardless of it, chances are that w 
will henceforth quickly become a né 
importer which naturally places ne 
emphasis on foreign oil resources. fed St: 
According to most recent estimatdfhas fa 
our proven domestic crude reserv@beside 
amount to some go billion barrelered | 
equal to our national requiremenfreate 
for 15 years in peace, or 13 years 
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More f 
yves himgsumption. But actually, our home 


 protecgresources are far greater. Our nat- 
able topural gas reserves are said to-be suf- 
rtunitiafficient to provide another 17 billion 
i|pbarrels since natural gas can be con- 
verted into liquid fuels at only slight- 
ly greater cost than for conversion of 
Hliquid petroleum. Additionally, 
,._,.. American interests control foreign 
POMING properties with estimated crude re- 
stry?pserves of some 20 billion barrels 
which, altogether, makes a total of 
some 57 billion barrels of proved 


°eSS W 








401) reserves discovered and developed by 
.}American interests at home and 
“uM PIE abroad. Of American-controlled for- 


eign reserves, 13.3 billion barrels are 
in the Near East, 6.7 billion barrels 
in South America. Possible future 
domestic discoveries are estimated at 
some 45 billion barrels, more than 
crease Off he entire amount so far discovered 
Tespec'}at home but exploration and ex- 
panyinfoloitation of these additional re- 
, PICLUT sources is at best a long-term and per- 
all prinfhaps costly job. Still and all, the 
rid ovel over-all picture is not quite as drab 

as frequently represented. How 


rced our 
3 to the 
barrels, 
me pealf 


directl} 


t show does it fit into the world petroleum 
produ jicture? 

Unite@! Tf we look at the petroleum re- 
ying thicerves of first rank nations, we find 
le armMe@Soviet Russia claiming first place 

Whildwith estimated proved reserves of 45 
distribypijlion barrels, not counting natural 
industtfigas resources. The three producing 
iently (areas in the Near East, the Caribbean 
f it, OMfand the Malay States, outside Russia 
ot ylel¥and the United States, are said to ac- 
ry Of suffcount for some 4o billion barrels. 
ace SulpBritish companies hold some 50% of 
it the ifthe proved reserves of the Near East, 
uture Tjabout two-thirds of those in the Far 
ng fromfast and about one-quarter of those 
s. .}in the Western Hemisphere outside 
scoverl@the United States. To date, Ameri- 
Js in atican interests have developed about 
var, thio billion barrels of petroleum re- 
arp drofiserves, one-half of them at home and 
activill@ithe balance largely in northern 
wer an¥South America. Altogether, the 
made t¥world’s proved petroleum reserves 
nh recelare currently estimated at over 100 
tO exteMbillion barrels but with further ef- 
ly preVifective search, a good deal more 
vision should be found. 
n know§ But there is this important differ- 
‘w €ndlence. No other nation has devel- 
fling Offoped her resources as extensively as 
nless tlfwe have, and no other nation is as 

perhaffbig a consumer as we are. Of the 
that Wiworld’s area of structures most fa- 
me a N@Worable for the occurrence of petro- 
aces nefleum, only 15% lies within the Unit- 
urces. ed States. Exploitation of this 15% 
sstimatd@has far exceeded that of other areas; 
| reservV@besides, potential, as yet undiscov- 
| barrelered reserves of the latter are far 
iremenreater. Thus the wisdom as well as 
years Wision of Government and industry 
‘igh cofin concerning themselves actively 

ith our future position in the world 
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petroleum picture is patent. While 
there is no short-term likelihood of 
a petroleum shortage at home, we 
must, from a long-range standpoint, 
even now plan actively for extension 
of our oil interests abroad if we wish 
to keep pace with other world pow- 
ers and maintain the position of 
power and influence accruing us after 
the war. 

Thus formation of a concrete and 
realistic American foreign oil policy 
is one of the most significant and 


Your Long Distance call may 
have gone to New Guinea 


Telephone lines are the life-lines of an army. Bell 
System men and materials are helping to keep those 
lines unbroken on many battlefronts. 


So if a Long Distance call gets delayed once in a 
while, you know there’s a good reason. 


The additional equipment that could be used here 
is serving the soldiers over there. 


BELL TELEPHONE SYSTEM 


eS A 
Sf 
me ts 


U.S. Army Signal Corps installing switchboard in New Guinea 


If the Long Distance circuit you want is busy — 
and your call isn’t really urgent — it will help if 
R eeve you will cancel it. 
WA WIRES. If it must go through, we'll appre- 
Ti ciate your co-operation when the opera- 
tor says: “Please limit your call to 5 
minutes.” 





far-reaching developments in pros- 
pect but such a policy can hardly 
crystallize without prior clarification 
of the Government’s attitude towards 
our oil industry and its future role 
in the foreign field. 

That this will be of immense im- 
port to investors in oil company 
equities goes beyond saying. It may 
affect incisively not only companies 
which already have interests abroad; 
any possible future tightening of do- 
mestic conservation measures, and 
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Postwar 


$300,000 000,000 


t affect Business? 





National Debt: 





How will i 


| STUART CHASE 


gives his own. incisive analysis of the 
hotly-debated question 


WHERE’S THE 
| _ MONEY 
COMING FROM? 


Our economy is geared to a national out- 
put of goods and services of around $150 
billions. So long as it stays high, we can 
avoid a crash. How can we make sure 
of maintaining high employment and high 
production? How can we finance our 
debt, taxes, and an expanding economy? 
Where's the money coming from? Stuart 
Chase, in bold thinking and lucid writing, 
tells how he thinks we might make the 
national debt an asset . .. how we can 
keep private enterprise the heart of our 
business system ... and use the powers 
of government to underwrite prosperity 
for all America. Send for your copy of 
this challenging book today ! 


At all booksellers or attach a dollar bill to 
this advertisement and mail to 


THE TWENTIETH CENTURY FUND 
330 W. 42nd St., New York 18 





























































COLUMBIA ? 
GAS & ELECTRIC 
CORPORATION 

The Board of Directors has 
declared this day the following dividends: 
Cumulative 6% Preferred Stock, Series A 

No. 69, quarterly, $1.50 per share 
Cumulative Preferred Stock, 5% Series 
No. 59, quarterly, $1.25 per share 
5% Cumulative Preference Stock YO 
No. 48, quarterly, $1.25 per share 
payable on February 15, 1944, to holders of 
record at close of business January 20, 1944, 
DALE PARKER 
Secretary 





January 6, 1944 


























JOHN MORRELL & CO. 


Mi EE DIVIDEND NO. 58. 

( )} A dividend of Fifty 
Cents ($0.50) per share 
on the capital stock of 
John Morrell & Co., will 
4 be paid January 31, 1944, 
to stockholders of record January 17, 
1944, as shown on the books of the 
Company. 
Ottumwa, lowa. 






George A. Morrell, Treas. 


























BUY WAR BONDS 
BACK THE ATTACK 
TO THE LIMIT 









such may well come to pass, 1s bound 
to modify importantly the outlook of 
purely domestic producers. Refiners 
alone would remain undisturbed pro- 
vided that there is no unfavorable 
turn in price relationships as a result 
of whatever measures may _ be 
adopted. 

Regardless of what course the U.S. 
foreign oil policy will take, the con- 
clusion is inescapable that even in 
the very immediate future, much 
greater reliance will be placed on 
oil reserves of the Middle East and 
South America. To the extent to 
which this occurs, companies operat- 
ing in these areas will benefit. They 
include the following: Socony-Vacu- 
um with important interests in Iraq, 
Venezuela, Colombia. Standard Oil 
of California with sizable resources 
in Colombia, Venezuela, Mexico, 
Saudi Arabia and Behrein. Standard 
Oil of New Jersey, which is active 
especially in Venezuela, Colombia 
and Peru. The Texas Company 
with important oil properties in Co- 
lombia, Saudi Arabia and Behrein. 
Also Pantepec Oil Co. and Creole 
Petroleum Co., both important fac- 
tors in Venezuelan production. 

Plans for spurring South American 
production are especially well ad- 
vanced and already bearing fruit; 
daily production totalling 1.25 mil- 
lion barrels of crude oil and petro- 
leum products is expected by mid- 
1944 from exporting countries in the 
northern part of South America and 
Trinidad. In the latter area, the Brit- 
ish-Dutch Shell Oil combine is the 
leading factor. Approximately one 
million barrels daily will come from 
Venezuela; 85,000 barrels from Co- 
lombia; and 165,000 barrels daily 
from Peru, Ecuador and Trinidad. 
Plans call for the most active exploi- 
tating drilling program in South 
American oil history in order to 
meet these production objectives, and 
estimates call for 450 to 500 new 
wells in Venezuela, probably 150 in 
Colombia and at least an equal 
number in the other areas combined. 
All this is on top of the very sub- 
stantial production increase recorded 
in 1943 in mast of these areas, as in- 
dicated on the accompanying table. 

Steps for heavier exploitation of 
the resources: of the Middle East 
are numerous. They include greatly 
expanded facilities at the refinery in 
Abadan, Iran, of the Anglo-Iranian 
Oil Co. and at the Bahrein Petro- 
leum Co. refinery on Bahrein Island 
in the Persian Gulf. The latter com- 
pany is jointly owned by Standard 
Oil of California and Texas Com- 
pany. A greater flow of oil from Iraq 
has been assured by the re-opening 
of the Iraq oil pipe line to its Eastern 
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Mediterranean terminus at ‘Tripolj 
Syria. California-Arabian Standan{ 
Oil Co., also jointly owned by Stan¢: 
ard Oil Co. of California and Texa 
Company, has developed productioy 
at several points in Saudi Arabi, 
where it has a concession covering 
160 million acres, and as mentione( 
elsewhere is now greatly expanding 
refinery capacity for high-octane gas. 
oline. In the Persian Gulf area, a 
Kuweit, drilling has been materialh 
stepped up by the Kuweit Oil Co, 
owned by Anglo-Iranian and Gull 
Oil Co. Production in Irac is boos 
ted substantially by the Iraq Petro. 
leum Co., an associate of the Pe. 
troleum Development Co. Of the for. 
mer, an interest of 23.75% each is 
held by Near East Development Co. 
(Standard Oil New Jersey), Socony. 
Vacuum Co. and Anglo-Iranian Oil 
Co. 

It is apparent that in the coming 
months and years, oil will be very 
much in the limelight. Our own 
national interest and the high cost of 
synthetic fuel manufacture makes the 
development of foreign petroleum re 
sources virtually incumbent on our 
oil industry. Developments so far 
indicate that our Government will 
be no means be backwards in sup 

















































porting if not sponsoring and direct} 
ing further entrenchment of our oil 
interests abroad. It is a situation 
well worth watching. An inkling o! 
the things to come was recently given 
by the President when he intimated 
eventual creation of a world oil pool 
in the interest of equitable distribu 
tion of the world’s petroleum re 
sources. However, the mechanics o! 
the idea, though now in the forma 
tive stage, appear far from perfected 
and chances are that considerable in- 
ternational bickering as well a 
weighty decisions affecting the role 
of our own oil industry must precede 
it first. 





Studebaker in the Spotlight 





(Continued from page 411) 


writer would give the edge to Stude 
baker for the following reasons: (1 
In 1939-1941 Studebaker demon, 
strated ability to gain a fair hold inh 
the low-price field in direct competi: 
tion, as to performance and _ price. 
with Chevrolet, Plymouth and Ford; 
whereas Packard, though successful 
with models of far lower price than 
formerly, remained above the price 
level with the largest market. Pack: 
ard may change this in future, but 
Studebaker has already done it. (2) 
Packard has a heavy stock capital 
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Standard 


(3) While Studebaker was unable to 


by Stand} survive the great depression as pre- 
nd Texas viously capitalized, its drastic reor- 
oductior sanization in 1935 gives it an advan- 
1 Arabi tage now and has permitted relative- 
covering jy greater improvement in recent 
enuoned§ years in working capital, in earned 
<panding| surplus and in book value of the 
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“f stock which the next balance sheet 
probably will show to be almost 
equal to the present market price. 
(4) Judging by the performance of 
recent years, the Studebaker manage- 
‘} ment appears to the writer to have 
4} an edge in “get up and get” resource- 
fulness. It is headed by H. S. Vance, 
chairman; and Paul G. Hoffman, 
president, both with Studebaker 
since 1911. Mr. Hoffman, also head 
‘| of the Committee for Economic De- 
velopment, has come to prominence 
especially during the war period as 
one of the outstanding industrial 
‘i leaders of these times. 

Against the background that I 
have sketched here a decision to buy 
—or not to buy—Studebaker for a 
long-pull speculative-investment 
should not primarily hinge on such 
considerations as improvement in 
working capital, on book value or 
net quick asset value per share, on 
physical plant efficiency or on cur- 
rent’ war-time earnings per share 
which are moderately good but far 
from sensational. 





| 
I 

To prosper — or even survive —a 
manufacturing enterprise must have 
adequate capital and efficient pro- 
ducing capacity. But to have these is 
no guarantee of compctitive progress. 
The Ford Motor Company has for 
years had—and still has—plentiful 
working capital; and efficient plants. 


the competitive rank that it had 
twenty years ago. To explore this 
theme a bit further, one can find nu- 
merous stocks that are statistically 
cheaper than Studebaker in terms of 
current earnings per share, pre-war 
average earnings per share, book 
value per share, and net quick assets 
per share. That being so, it seems to 
me beside the point to “analyze” 
Studebaker in these aspects. It seems 
likely that the company will emerge 
from its war effort with ample work- 
| ing capital for its needs; its plant is 
regarded as modern and efficient; its 
labor relations are among the least 


can experience important cut-backs 
in war production until the end of 
the war in Europe since its present 
volume is almost entirely in airplane 
engines and heavy-duty military 
trucks, in both of which the Gov- 
ernment’s present schedules call for 
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COMBINED OPERATIONS... 


Combined Operations is a 
Commando term for a fierce, con- 
centrated attack on an objective 
with every available weapon. 
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oilmen’s style! 


And it was with just such tac- 
tics that the petroleum industry 
waged a campaign for one of 
America’s most critical war ob- 
jectives ... Rubber! 

If America was to have rubber, 
we needed a lot of butadiene fast! 
It was suggested that one big 
plant could produce more buta- 
diene cheaper and faster than five 
small plants. 

The Neches Btitane Products 
Company was organized by At- 
lantic, Gulf, Pure, Socony-Vacu- 
um, and Texaco. This nonprofit 
organization had access to the 
finest research facilities, the pooled 
technical knowledge, and the best 
brains in the petroleum industry 
—at no cost to the Government! 

That's... Combined Operations! 

Well, the problems the Com- 
bined Operators ran into were 
numerous . . . some of them 
seemed downright impossible. 

But all of them were licked! 

During the last 24 months, the 
Neches Butane Products Com- 
pany has grown from an urgent 
idea into a plant that will produce 
enough butadiene to make 246 
million pounds of synthetic rub- 
ber a year! 314 bare Texas acres 
have been covered with a multi- 
million dollar installation of in- 
tricate equipment — equipment 
that will soon be helping do the 
work of 45,000,000 rubber trees! 

Combined Operations with a 
vengeance! 








much increased 1944 output. 

But when all is said and done 
there is just one dominating ques- 
tion—upon which the long-run value 
of the stock will depend—and that is: 
Will Studebaker “go places” in the 
sale of automobiles after the war? 
Obviously, there can be no statisti- 
cal answer to this one. Only the ‘fu- 
ture can answer it. We know that 
Studebaker will make a determined 
and formidable bid for favor with 
the motoring public—but so will its 
larger, and smaller, competitors. 
There are very few technical secrets 


left in the automobile business now- 
adays. What one engineering staff 
can do, another most likely can 
equal, if not surpass, pretty prompt- 
ly. Improved “gadgets” and new de- 
signs make good promotional copy, 
but there is scant evidence from the 
back record that a strong and endur- 
ing trade position can be built on 
engineering innovation alone. The 
reason is that what is successful en- 
gineering innovation in automobiles 
today becomes commonplace 
throughout the industry tomorrow. 

In 1939, after extensive engineer- 
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ing preparation, Studebaker intro- 
duced a really “new” car in its 
“Champion” model. It was an ex- 
cellent car, low in price, “big” in ap- 
pearance and performance. With 
considerable justification, the com- 
pany called it “the most significant 
new, low-price automobile produced 
since the Model T Ford.” The most 
“significant” thing about it was that 
it was designed to match competing 
cars in “stand-up” quality, yet to 
weigh from 500 to 650 pounds less 
and thus to provide from 10 to 25 
per cent more in economy of gasoline 
consumption. 

Thanks to this car, Studebaker 
factory sales qumped from 52,605 
units in the depression year 1938 to 
114,196 in 1939, to 119,509 in 1940 
and to 133,855 in 1941. While the 
gain from 1938 to 1939 was sensa- 
tional, the further gain in 1940 and 
1941 was moderate. Without taking 
anything away from the “Cham- 
pion,” it is obvious that the 1940- 
1941 increase in national income and 
the abnormal rush of the public to 
buy cars before the war stopped pro- 
duction must have been sufficient of 
themselves to account for 1940 gain 
of not quite 5 per cent in Studebaker 
factory sales as compared with 1939 
and for 1941 gain of about 17 per 

ant over 1939. 

matter of fact, the industry 
as a whole had 1940 factory sales 
about 25 per cent larger than in 
1939; and 1941 sales about 36 per 
‘cent greater than in 1939. Thus, 
Studebaker improved its sales posi- 
tion relative to the industry between 
1938 and 1939—as has not infre- 
quently happened when a new car 
was introduced—but did not further 
improve its relative position in the 
next two years. On the contrary, in 
the last two years of normal car pro- 
duction, sales gains were inferior to 
those of the leading companies, and 
the same was true of Packard and 
the other independents. To be spe- 
cific, Chrysler’s average 1940-1941 
sales were nearly 32 per cent larger 
than in 1939; General Motors’ sales 
were 38 per cent larger; Studebaker’s 
about 11 per cent larger. In ratio to 
total unit factory sales, Studebaker’s 
percentage was 1.92 in 1929; 2.36 in 
1934; 1.82 in 1937; 3.06 in 1939; 2.55 
in 1940 and 2.61 in 1941. 

In short, realistic examination of 
the record of Studebaker’s aggressive- 
ly competitive comeback drive shows 
that it got very promising results for 
one year—1939—but failed to devel- 
op much cumulative momentum. 
Certainly this leaves it to be proven 
that a post-war version of the light- 
weight “Champion” can do much 
better competitively. If there is a 
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general trend to lighter-weight cars 
—as most automotive engineers ex- 
pect—one can not imagine that the 
“Big Three” will fail to be in there 
with their own models of such cars. 

On the best three years of unit 
car sales it had since the ’20’s, Stude- 
baker in 1939-1941 earned a re- 
ported average of $1.13 a share. Had 
the company been on the present 
debt-free basis, the figure would have 
been moderately higher. Clearly the 
stock is not cheap on pre-war earning 
power; nor on war-time earnings 
which for 1943 possibly will prove 
to have been around $1.40 to $1.50 
a share, despite fairly heavy contin- 
gency reserves. 

On the other hand, it will not be 
too difficult to sell cars in the first 
several years of exceptionally heavy 
post-war demand; and _ probably 
somewhere ahead of us is a major 
rise in average stock prices. Stude- 
baker got as high as 20 in 1937 when, 
actually, it was not as good a stock 
as it is today. Therefore the writer 
will not for a moment dispute bulls 
who predict that the future will 
bring much higher prices for Stude- 
baker than present quotation of 15. 
Quite likely, they will prove correct. 
But for investors who demand some- 
thing of convincing statistical solid- 
ity in which to sink their teeth, I 
can not recommend Studebaker. And 
since the stock has had an exception- 
ally good recent “run,” it would 
seem prudent for long-pull purchases 
for speculative appreciation to await 
periods of reaction. They always 
come. 





Common Stocks With Long 
Dividend Records 





(Continued from page 404) 


Manhattan Company, started in 
1799, and National City Bank of 
New York, started in 1812, may be 
among the record holders, but avail- 
able data only gives their dividend 
history for the past thirty or forty 
years, during which there were no 
years missed. 

Lehigh Coal & Navigation which 
recently was listed on the New York 
Stock Exchange paid dividends dur- 
ing one hundred of the past one 
hundred and twenty-two years, but 
its longest continuous run was from 
1880 through 1943. This company 
was formed in 1822, succeeding to a 
company started in 1792. Dividends 
were paid from 1822 to 1829 (the old 
company may have made disburse- 
ments before 1822). Years in which 
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there were ommissions were 1830 to 
1832, 1841 to 1851, 1868 to 1878 and 
1877 to 1879. 

The predecessors of E. I. du Pont 
de Nemours were started in 1803, 
but the dividend record of the pres 
ent and its immediate predecesso; 
companies goes back only to 1904, 
making forty years of payments 
through 1943. It is probable, hov. 
ever, that some dividends were paid 
by preceding companies, and might 
reach back with few interruptions 
and maybe none, to 1802, a period 
of one hundred and forty-two years, 

Adverse earnings conditions spoiled 
many moving picture company rec 
ords in the 1930s, but Loew’s went 
through them with a dividend in 
every year. This company was 
formed in 1920 and paid a dividend 
that year and the next, but skipped 
1922, but made some payments in 
every year from 1923 through 1943. 
Its predecessor company was formed 
in 1911, but its dividend record is 
not available. 

Motor car companies came and 
went by the dozens from 1895 on, 
and there are only a handful in the 
business today which can show a 
long dividend record. The Ford Mo- 
tor Company may have had the long. 
est record, but data on its payments 
are not made public. General Mo. 
tors was started in 1916 and has paid 
in every year starting in 1917. It is 
probable that some of the companies 
which combined to form General 
Motors made payments between the 
late 1890s and 1916. Chrysler Cor: 
poration started dividends the year 
after it was formed and paid in every 
year, starting in 1926. 

A number of gold mining com- 
pany stocks have been in the divi- 
dend lists for a considerable period 
of time. The drastic changes which 
have developed in the copper min- 
ing business have caused periods of 
non-payment on many of them, most 
particularly in the 1930s when even 
American Smelting & Refining passed 
not only its common dividend for a 
time, but also its preferreds for a 
year or two. In the zinc mining busi- 
ness, a better dividend record is 
shown by several companies. New 
Jersey Zinc has the best showing, 
with payments in every year from 
1871 through 1943, a total of seventy- 
two years, and some dividends may 
have been paid by its predecessors. 
Prior to a four-for-one split up, some 
very large dividends were paid on 
New Jersey Zinc, including $50 a 
share each in 1912 to 1914, $57 in 
1915 and $76 in 1916. Hecla Mining, 
which is mostly a zinc producer, has 
had a continuous dividend record of 
twenty-nine years. 
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Oil stocks as a group, besides the 
Standard Oil shares mentioned 
above, have had a long record of 

ayments, with a fair number able 
to show upwards of twenty consecu- 
tive years, and several others which 
run go to 40 years, including Texas 
Company, which can show payments 
for forty-two straight years. Some of 
the notable records are Union Oil 
of California from 1891 to 1913, then 
after missing 1914-15, from 1916 to 
date; Sun Oil from 1904 without in- 
trruption; Gulf Oil from 1907 to 
1931, then nothing 1932-5, continu- 
ing from 1936 onward; Phillips, 
Skelly, Barnsdall, Sinclair and Mid- 
Continent all started paying around 
1917 to 1921 but each had some omis- 
sons around 1932 and 1933 and 
some of them skipped a year or two 
in the 1920s. All have paid in the 
past seven to ten years. Amerada 
Petroleum started paying in 1922 and 
has not missed a year since, for a 
total of 22 consecutive years. 

Scovill Manufacturing Company 
might have eclipsed the Pepperell 
record if it had not been for some 
decline in earnings, or maybe an- 
other reason, in 1855, for that was 
the only year from the first dividend 
payment in 1851, through 1943, that 
no dividends were paid. The 1856 
resumption of dividends makes the 
record one that has run 87 years. 
The company is engaged in making 
various metal products, including 
pipe, sheets, rods, etc. It made huge 
profits in the First World War and 
paid enormous dividends, including 
$111 a share in 1916, and $128.50 
plus $25 in Anglo-French bonds, per 
share, in 1917 on the old stock before 
a four-for-one split-up. The directors 
may have had this long record in 
view in 1938 and made a payment 
just because of it, with only 50 cents 
a share disbursed that year. 


Several of the electrical goods 
manufacturers have had more than 
twenty-five years of consecutive divi- 
dend payments. The two leaders in 
this field are both above the forty- 
year mark. Westinghouse Electric & 
Manufacturing common has had a 
record starting in 1900, or forty-four 
years. General Electric paid its first 
dividend in 1892, but skipped pay- 
ments in 1894 through 1898, resum- 
ing in 1899 and continuing ever 
since, a period of forty-five years. 
The soap business has been profit- 
able for many generations, as is indi- 
cated by continuous dividends from 
1891 on Procter & Gamble and from 
1895 on Colgate-Palm-Olive-Peet, 
with no omissions. 
The glass makers also have had a 
long run of payments, including 
forty-four years for Pittsburgh Plate 
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On November 23, 1942, we inserted the following advertise- 
ment in the newspapers. The thoughts expressed in it are even 


more important today than they were when first published. 


MONEY ‘TALKS 


Make it speak the only language 
the Axis understands: 


THE RUMBLE OF TANKS 
THE ZOOMING OF PLANES 
THE CRACK OF RIFLES 
THE ROAR OF CANNON 
THE BURSTING OF BOMBS 


BUY WAR BONDS 


INTERNATIONAL BUSINESS MACHINES CORPORATION 














Glass, thirty-six years for Hazel Atlas 
Glass and thirty-five for Owens-IIli- 
nois Glass. 

Motor accessory makers have had 
a greater ability to remain in busi- 
ness, or to keep out of mergers, than 
the automobile manufacturers, but 
relatively few of them have been able 
to avoid some dividend omissions in 
the periods of depression which have 
marked the past fifty years. Among 
the exceptions is Electric Storage Bat- 
tery, with dividends for forty-three 
years without a skip. 

Allied Chemical & Dye has a divi- 
dend record that started in 1920, but 
it succeeded to businesses which had 
been established in 1881, 1899 and 
1903, and some of the many com- 
panies which were taken into it may 
have had long periods of disburse- 
ments prior to 1920. 

Frank Woolworth started business 
in 1879 as a corporation, but the 
present F. W. Woolworth Company 
was not started until 1911 and the 
dividend record is not known before 
that, but it has made payments in 
every year starting in 1912. 

Sterling Products has been through 
several changes of control and took 
a new title of Sterling Drug last year, 
but its record is available and shows 


a continuous dividend record, start- 
ing in 1902. Lambert Company is 
another in this group with a long 
record, and several others in the drug 
and medicine field have paid for 
many years without a skip. S. S. 
White Dental Manufacturing has 
had a forty-four-year record of pay- 
ments without a break. Parke Davis 
is one of the old-timers, paying its 
first dividend in 1866, then after 
some lapses, paying from 1878 with- 
out further miss, or 65 straight years. 

The retail trades have reflected the 
depressed periods, in their dividend 
records, but there are some notable 
exceptions. Kroger Grocery & Bak- 
ing had a forty-two-year run, with 
no interruptions. J. C. Penney shows 
seventeen years. The present R. H. 
Macy & Co. shows continuous divi- 
dends since 1927, with its predeces- 
sor companies which go back to 
1858 probably having a long record 
of payments. Best & Co. was estab- 
lished in 1879, but the present com- 
pany records are all that is available 
and they show payments from 1927 
through 1943. Sears Roebuck started 
dividends in 1909 for the present 
company, but there were no pay- 
ments in 1921-3 and 1933-4. The 
first dividend of the present Mont- 
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gomery Ward & Co. was in 1914, 
with payments omitted in 1921-5 and 
1931-5. 

Among farm machinery com- 
panies, the present International 
Harvester has paid for twenty-five 
years, starting in 1918, and its prede- 
cessor companies are believed to have 
a record of dividends running dec- 
ades back. Allis Chalmers started 
dividends in 1920 and paid in all 
years but 1933-5. 

It will be seen that many long 
dividend records were interrupted 
in the 1930s. Swift & Co. may have 
had payments between 1855 and 
1885, but the available record starts 
with 1885 and there were payments 
every year through 1932, but none 
was made in 1933. Dividends were 


resumed in 1934 and _ continued 
since. 
A recent list placed Diamond 


Match as having continuous pay- 
ments since 1880. Our records only 
show that of the present company, 
with payments from 1931 onward. 
In this study are named many of 
the stocks which are classed as among 
the best common stock investments. 
An endeavor was made to find some 
stock which had a clearly proveable 
continuous dividend record of more 
than one hundred years, but only a 
few of the bank stocks appear to be 
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in that class of exceptional issues. 

Issues that we especially favor for 
conservative investment on the basis 
of current dividend yield and the 
safety thereof are denoted in the 
tables by an asterisk. 





Outlook for the Meat Pack- 
ers in War and Peace 





(Continued from page 414) 


with the affairs of American corpora- 
tions, such as the utility subsidiaries 
of American & Foreign Power. 

United Stockyards, while the larg- 
est concern in its special field, has 
not had an impressive record. It is 
comparatively new, and represents 
the acquisition of majority interests 
in stockyards-in a number of large 
cities (principally western), exclud- 
ing Chicago. Due doubtless to the 
large volume of business currently 
handled, earnings per share have 
shown a substantial gain in the past 
two years. The stock appears to lack 
appeal, except for those interested in 
a dividend-paying issue in the lowest 
price bracket. 

Wilson & Company is the third 
largest of the meat packers. While 
exports are small, the company has 
important plants in South America, 
which in 1942 contributed nearly 
one-third of gross income. As with 
the other large Chicago firms, the 
company operates on a narrow profit 
margin and earnings have been some- 
what erratic. Due to the substantial 
amount of funded debt and _pre- 
ferred stock, share earnings on the 
common were rather unsatisfactory 
up to 1941, and no dividends have 
been paid since 1938. However, pre- 
ferred arrears now amount to only 
$3.00 (less than $1,000,000) so that 
restoration of common dividend pay- 
ments would not be much of a 
problem. Since the company has con- 
tinued to pay only the regular pre- 
ferred rate during 1943-4, however, 
there is no indication as to how soon 
the arrears will be taken care of. The 
common stock would at least seem 
to have the “edge” over Armour as 
to dividend prospects, and it is cur- 
rently selling at about the same 
price-earnings ratio. 
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was $323.77 per share. Deposits a 
the end of the year were $2,903,794, 
036. The item “Federal Funds Pur 
chased $26,700,000”. possibly should 
have been added to this in the com 
parative table. The main asset item 
were $563.906,253 cash, $1,959,786, 
746 U.S. Bonds (over 67% of depos. 
its), $610,781,083 loans and $97,689. 
699 other earnings assets. Earnings of 
the Guaranty for a number of years 
have averaged close to $14.50 a share, 
with the 1943 figure of $21.73 4 
share the best for any year since 1939, 
Dividends have been $12 a share 
annually, starting in 1936. 

The two. largest Chicago bank 
are in fifth and sixth ranking. Con. 
tinental Illinois National Bank & 
Trust Co. was started in 1857 and 
after a number of mergers, includ 
ing that of the Continental & Com. 
mercial and the Illinois and Mer. 
chants, assumed the present title in 
1932. It has 1,500,000 shares of 
stock, par $3314 ($59,000,000) on 
which dividends have been increased 
from $2 plus stock dividends in the 
1936-9 period to $4 a share annually 
in the past four years. The depres: 
sion hit this bank severely and large 
write-offs were necessary in the 1931 
33 period, and no dividends were 
paid in 1934 and 1935, but it staged 
a decided improvement in recent 
vears. The increase in book value 
has been a measure of this, with the 
figure at $55.81 at the end of 1938 
and $86.94 at the end of 1943, with 
the dividends paid of $18, indicating 
almost $10 a share average earnings 
for the five years. At the end of 
1943, the deposits were $2,174,259, 
061, cash $482,949,998, U. S. Bonds 
$1,402,546,404, loans $363,163,484 
and other investments $63,369,056. 

First National Bank of Chicago 
increased its stock from 300,000 to 
500,000 shares, par $100, by a 6624 % 
stock dividend in December, 1943. 
Earnings on the basis of the new 
stock were $15.27 a share in 1943 and 
the book value of the stock at the 
year end was $186.04 a share. The 
bank was formed in 1863, later ab- 
sorbing a number of other banks. 
It also had difficulties in the depres- 
sion and showed large deficits for 
1932-4 but since 1935 has shown 
earnings every year of better than $q 
a share on the present stock, with 
over $12 a share in each recent year. 
Dividends have been liberal in re- 
cent years, but none were paid in 
1932-4. The 1943 rate was $10 regu- 
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Geared To Today's Markets 
For Protection — Income — Profit 


Short-Term Recommendations for Profit . . . 
Mainly common stocks but preferred stocks and 
bonds are included where outstanding price 
appreciation is indicated. 


Low-Priced Opportunities . . . Securities in the 
low-priced brackets with the same qualifications 
for near-term market profit. 


Recommendations for Income and Profit . 
Common stocks, preferred stocks and bonds 
. . . for the employment of your surplus funds 
and market profits. 


Low-Priced Situations for Capital Building . . . 
Common stocks in which you can place moder- 
ate sums for large percentage gains over the 
longer term. 


Recommendations Analyzed . . . Pertinent de- 
tails as to position and prospects are given 
on securities advised. 


When to Buy ... and When to Sell... You 
are not only advised what to buy but when to 
buy and when to sell—when to be moderately 
or fully committed . . . when to be entirely 
liquid. 


Market Forecasts .. . Every week we review 
and forecast the market, giving you our con- 
clusions as to its indicated trends. Dow Theory 
Interpretations are included for comparison. 


Telegraphic Service . . . If you desire we will 
wire you in anticipation of decisive turning 
points and market movements. 


Consultation by Wire and by Mail . . . To keep 
your portfolio on a sound basis, you may con- 
sult us on 12 securities at a time . .. by wire 
and by mail. 


Added Services... 


Business Service . . . Weekly review and fore- 
cast of vital happenings as they govern the 
outlook for business and individual industries. 


Washington Letter . . . “Ahead-of-the-news" 
weekly reports from our special correspondent 
on legislative and political developments weigh- 
ing their effects on business 


The new lower-priced Forecast . . 





To Know What Market Action To Take 


— For the Short Term—For the Longer Term 
‘ 


NOW-—-while the market is consolidating its recovery is the time to 
carefully adjust your position — 
. with a view to making advantageous commitments in 
selected low-priced stocks . . 
potential leaders—as the new industrial set up in 1944 unfolds. 


. in special situations . . . in 





Buy on weakness ... Sell on strength has always proved a successful 
investment policy. But it is important that you hold favored stocks in 
approved industries . . . and know what action to take. 

For this guidance, you can turn to The Forecast with confidence now 


and over the important months ahead. 


The Forecast's Outstanding Record 
. announced over a year ago . 
with a background of 26 years service . . . is guiding more and more 
investors throughout the country. We are proud of .. . 
1. Its 1250% increase in clientele. You would be a 
member, as far as we can ascertain, of the fastest 
growing security advisory service in the country. 
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. Its high percentage of subscribers who renew. 
We want to serve you so you will make The Fore- 
cast a permanent part of your investment program 

3. Its outstanding record of profit. Every program 

shows net ‘profits for last year . . . a record we 
feel we can maintain and improve. 

As a Forecast subscriber, you are never in doubt as to your market 

position. All commitments made on our recommendations are kept 

under our continuous supervision . . . you are advised what and when 
to buy and when to sell in specialized programs fitted to your capital, 
wishes and objectives. 

1. Our initial valuable report on your holdings. 


2. Our list of Low-Priced Situations for Capital 
Building . . . average price under 19. 


Enroll With 
The Forecast 


To Receive: 3. Our analysis of the pattern and duration of 


the current market phase 
for the next important upmove. 


when to buy 
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once but date from March 1. 
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(CO $1.00 for six months; C1 $2.00 for 
one year in U. 
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lar and $1.50 extra. On the increased 
stock, the first quarter of 1944 rate 
is $2.50 regular and 50 cents extra. 
At the end of 1943, the deposits were 
$1,803,685,870, with loans $369,481,- 
671, cash $413,323,872, and U. S. 
Bonds $1,046,031,923. 

The Bankers Trust Co. started 
business in 1903 and has absorbed 
several other banks since then. It has 
2,500,000 shares of stock, par $10. 
Earnings in 1943 of $5.48 a share 
were the best for any year in a long 
period. The book value at the end 
of the year was $50.15 a share. 
Dividends during the year were 
smaller than in 1942, being $1.40 a 
share against $1.55. Deposits were 
$1,596,690,244. The loan _ figures 
were $362,407,442, with cash at $331,- 
870,816 and U. S. Bonds $950,441,- 
228. 

Manufacturers Trust Co. is crowd- 
ing close to Bankers, and from the 
way it has grown in recent years, 
may be in seventh place this year. 
It was formed in 1905, and among 
other banks which it absorbed was 
the Chatham Phenix. It has 415,382 
shares of $20 par value $2 converti- 
ble preferred stock, convertible on a 
basis of ten shares of preferred for 
six common through July 15, 1946. 
The common consists of 1,649,922 
shares of $20 par value ($32,998,440). 
It has been on a $2 dividend basis 
in recent years. Earnings, as figured 
on an addition to capital funds basis, 
have been small in recent years until 
1942 and 1943, with last year equal- 
ling $4.36 a share. At the end of 
1943, the deposits were $1,585,490,- 
310. The loans were $298,950,311, 
cash $401,956,453 and U. S. Bonds 
$887,436,948. 

Central-Hanover Bank & Trust 
Co. was organized in 1929 as a 
merger of the Hanoyer National 
Bank, founded in 1851, and the Cen- 
tral Trust Co., founded in 1873. It 
has 1,050,000 shares of stock, par $20. 
Earnings have averaged above $6 a 
share annually in the past ten years, 
and were $7.28 in 1943, the best year 
since 1937. The book value of the 
stock at the end of 1943 was $99.15, 
a share. Dividends have been $4 a 
share annually since 1936. As of 
December 31, 1943, the deposits were 
$1,478,283,208. The cash was $317,- 
025,866 and loans $279,895,015 with 
$942,502,701 in U. S. Bonds. The 
government bonds were: equal to 
nearly 64% of the deposits. 

Chemical Bank & Trust Co. was 
formed in 1823. It has 2,000,000 
shares of stock, par $10. It has had 
consistent earnings for a number of 
years and showed better than $2 a 
share annually, even in the depres- 
sion years when so many cther banks 
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had deficits (on the book value basis, 
often due to write-offs rather than 
actual loss in earnings). The 1943 
earnings were $2.80 per share. Divi- 
dends since 1930 have been $1.80 in 
every year. The deposits at the end 
of 1943 were $1,157,866,889. Cash on 
December 31 was $239,375,105, loans 
$203,205,316 and holdings of U. S. 
Bonds $657,728,406. 

Irving Trust Company was formed 
in 1851 and it has absorbed a num- 
ber of other banks. The capital stock 
totals 5,000,000 shares, par $10. 
Earnings have averaged about 70 
cents a share annually in recent 
years, with gi cents for 1943. Divi- 
dends have been 60 cents a share for 
each year starting in 1935. The book 


‘value at the end of 1943 was $21.29 


per share. The deposits were $966,- 
168,247, cash $220,548.904, loans 
$207,516,206 and U. S. Bonds $613,- 
719,229. 

First National Bank of the City 
of New York was formed in 1863 
and it has had only one merger. It 
has only 100,000 shares of capital 
stock, of $100 par value. Per share 
figures have been very high running 
better than $100 a share in most 
years and some times over $200. 
They were $106.16 in 1943. From 
1929 through 1941, dividends were 
$100 a share each year, with $80 
each in 1942 and 1943. The book 
value at the end of 1943 was $1246.60 
per share. Deposits at the end of 
the year were $942,358,692. United 
States Obligations of $773,541,538 
were over 82% of deposits. Cash 
was $144,675,789, loans and discounts 
$50,548,165 and other investments 
$100,015,274. 

As will be seen from the accom- 
panying table, current dividends 
yields on leading bank stocks range 
from a low of 2.78 per cent for the 
National Bank of Detroit to 5.48 per 
cent on First National Bank of Chi- 
cago. Many of the strong New York 
City banks offer current dividends 
yields close to, or moderately above, 
4 per cent. 

Such yields, of course, are not high 
as compared with many industrial 
stocks; but should be attractive to 
many investors when the safety factor 
is considered. In very large measure 
the banks today are—and will remain 
so for many years to come—“invest- 
ment trusts” in Government bonds. 
One can get a return of 2 to about 
2l% per cent on negotiable Govern- 
ment bonds—against yield of 4 per 
cent or better from various bank 
stocks, behind which the assets, on 
an average, are over 80 per cent in 
Government securities and cash. 

We do not, of course, urge you to 
buy bank stocks in preference to 


Government bonds. Buy war bonds 
first. But for investors who need safe 
income and who feel that they have 
bought all the war bonds appro. 
priate to their individual circum. 
stances (and _ consciences), bank 
stocks merit favorable consideration, 
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stocks”—on the purely technical basis 
that they have recently reached new 
major highs for the entire period 
since the spring of 1942 include: 
American Bosch, Amerada Petro. 
leum, Beneficial Industrial Loan, Co. 
lumbia Broadcasting, Delaware & 
Hudson, International Silver, Lee 
Rubber, Omnibus Corp., Paraffine 
Companies, Rheem Manufacturing, 
Smith & Corona, West Virginia Pulp 
& Paper, Beech Nut, Commercial In- 
vestment Trust, Doehler Die Casting, 
Farnsworth Radio, Federal Mogul, 
General Shoe, Fruehauf Trailer, 
Kroger Grocery, Libby-Owens-Ford 
Glass, Mohawk Carpet. 

Also: Parker Rust-Proof, Philco, 
South Porto Rico Sugar, Van Raalte, 
American Stove, Baldwin Locomo- 
tive, Bower Roller Bearing, Braniff 
Airways, Chicago Mail Order, Eagle 
Picher Lead, H. L. Green, Kayser, 
Manhattan Shirt, McGraw Electric, 
Myers & Bro., Western Auto Supply, 
Beatrice Creamery, Champion Paper, 
Motor Products, Motor Wheel; 
United Fruit, U. S. Hoffman Ma, 
chinery, Food Machinery, Engineers 
Public Service, Collins & Aikman, 

. J. Newberry. 

It will be noticed that the great 
majority of these are “secondary’ 
stocks, with but a minor representa: 
tion in “investment quality” leaders, 
Some are issues on which this publi 
cation has made favorable mention 
previously, including especially Co: 
lumbia Broadcasting, Lee Rubber, 
Federal Mogul, Mohawk Carpet, 
American Stove, Bower Roller Bear: 
ing, McGraw Electric, Motor Prod. 
ucts, and Collins & Aikman. 

Monday, Jan. 17, 1944. 
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since it is likely to mean a revisio 
of current post-war planning. Undeffing 
these circumstances, it would enablq_wha 


German industrial 


that 
war 
el f- 
enci 
lish: 
on t 
U 
full: 
sa 
100, 
the 
Pola 
Balk 
The 
yisic 
isp 
plan 
with 
ect 
or | 
ian 
jues 
i de 
ber] 
oO Vv 
weak 
for é 
inde 
popt 
dura 
ind 
for a 
rE] 
Arm. 
mv 
nay 
he i 
Riga 
0 es 
nust 
prop 
nan} 
being 
task | 
of th 
Gene 
regar 
ist. 
temo 
war C 
intuil 
eriol 
a stey 
the kb 
shoul 
tedt. 
have 
now. 
hig 
Berlin 
front, 
ave 
dispo 
maki 
Fro 
we ar 
ine ol 


and _ financialihe w 


leaders to negotiate for terms thaldecid, 
would restore them to power. Théclear, 


low state of Europe’s economy is suc 


THE MAGAZINE OF WALL STREE 








hat even if the United States’ post- 
war policy were partial isolation, 
elf-preservation would force expedi- 
encies that would result in the estab- 
lishing of German economic control 
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bank on the continent. 

eration,g Undoubtedly, these matters were 
fully discussed at Teheran, for Stalin 

sa realist. It undoubtedly accounts, 

» Now§ 0, for his determination to include 
the Baltic states, a strategic part of 

——— § Poland, and southeastern European 
89) Balkan states in the Russian orbit. 
The forming of a German _ pro- 

al basis \isional government under Russian 
ed newff spices was evidently part of his 
period§ plans to make a separate peace 
nclude: § vith Germany, if necessary to pro- 
Petro-§ ect his interests. It also accounts 
yan, Co-@ or the amazing vitality of the Rus- 
ware &# ian winter campaign, which was un- 
-r, Lee juestionably designed either to force 
araffine§.i decision and clear the road to 
cturing,§ Jerlin, or if that were not possible, 
ia Pulp§' 0 wear out Germany — so as to 
cial In-§ weaken any plans the Nazis may have 
Jasting,# or an early summer offensive. ‘The 
Mogul,#underfed and overworked Russian 
Trailer,§ population has suffered beyond en- 
ns-Ford§ durance under Nazi ruthlessness— 







ind it cannot be permitted to go on 
for another year. 

The current success of the Red 
Armies has brought the Wehrmacht 
n unbroken series of defeats and 
nay bring the possible withdrawal to 
he inner fortress line stretching from 
tiga to Odessa. As it now appears, 
0 escape destruction, the Germans 
aust undertake a retreat of colossal 
woportions, if they are to prevent 
nany thousands of their troops from 
being annihilated. So great is the 
ask that Hitler has given command 
of the Russian front to 67-year-old 
General Carl Gerd von Rundstedt, 
regarded as Germany’s ablest strat- 
gist. This is the man whom Hitler 
demoted when he decided to run the 
var on the Russian front by his own 
nentionf#tuition. The situation must be 
lly Coferious indeed for Hitler to take such 
Rubber step. It would enable him to shift 
Carpet, the blame for catastrophe from his 
r Bearfshoulders to those of General Rund- 
r Prod§tedt. Rumors of peace conferences 

lave been in the air for some time 
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1944. now. 
If the Russians break through to 
Berlin before we open the Western 
ants firont, we can expect that Stalin will 
have a great deal to say about the 
disposition of Germany and in the 
85) making of post-war plans. 
fon From the above, it can be seen that 
evis104%we are confronted with overwhelm- 
Unde 






ing obstacles at a time when we face 
enable ~—what can be made—the last year of 
nanciaithe war. What happens this year will 
ns thaldecide the post-war trend. It must be 
r. Th§clear, therefore, that our domestic 
is suc 
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issues are secondary to the great 
issue, that of winning the war. Our 
political stability—our prosperity—in 
the post-war period will depend upon 
it. This is not the time for political 
squabbling and for strong-willed 
men to indulge their egos, but for 
patriots and lovers of their country 
to forget themselves and their am- 
bitions. For today, what is best for 
the country is best for them and if 
the country’s interests suffer, they can 
expect a decline in their own for- 
tunes. 

These men have a great respon- 
sibility because they are more aware 
than the rest of the citizens that the 
plans in the field for winning the 
war are inter-related with diplomacy 
and politics. The least they can do 
at this crucial time is to express 
themselves on the important matters 
regarding where we stand with our 
Allies, if the Republicans are elected, 
—and also what their ideas are re- 
garding post-war collaboration. Un- 
less they do, we can be certain that 
we at home and the soldiers who are 
fighting this war will not forget their 
disservice to our country in the crisis 
in our affairs. 


As We Go to Press 


Reports from Moscow say peace 
negotiations are already going on 
between Britain and Germany. We 
know that Dr. Schacht and Franz von 
Papen have been discussing peace in 
the various capitals since last Spring. 
As an indication of the critical na- 
ture of this situation, Pravda says “It 
is understood the meeting did not 
remain without results.” It must be 
clear that the situation we are facing 
is a crucial one and can only be 
solved by political unity in this coun- 
try. It’s the need of the hour. 
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Financing Will Be Necessary 





(Continued from page 395) 


trends on the whole are similar, 
there are important deviations prin- 
cipally due to the differing status of 
the steel industry before and during 
the war. 

Significantly, expansion of both 
total assets and working capital was 
about the same, roughly 25% at the 
end of 1942. While current assets 
rose some 66%, current liabilities 
soared nearly 200%, almost entirely 
reflecting tremendous tax reserves. 
Principal asset expansion occurred in 
quick assets while the increase in 
fixed assets was virtually nominal, 
net depreciation, despite a 12% in- 


crease in the plant and equipment 
item prior depreciation, attesting to 
the rapid amortization of expanded 
facilities. Reserves were virtually 
doubled and at the end of 1942 
amounted to 3.4% of total assets or 
considerably better than the average 
of 2.19% as recently established by 
a SEC survey for a representative 
cross section of all industry. Cash 
and securities in 1942 nearly 
equalled current liabilities; in 1939 
they were no more than about one- 
quarter. Inventory expansion was 
moderate, amounting to some 20%. 
Biggest increase occurred in holdings 
of securities 

Total asset expansion amounted 
to $1014 million; by far the greatest 
part was derived from retained earn- 
ings as reflected by sharp increases in 
tax reserves, general and contingency 
reserves and surplus which together 
totaled $933 million. Bank debt 
as represented by “notes payable” 
remained virtually stationary at a 
nominal level of $4.56 million, and 
trade credit and accruals also were 
a minor element in providing work- 
ing funds. Contrariwise, funded debt 
as well as capital declined. The total 
increment of assets was put to the 
following use: $160 million were 
added to cash holdings, $351 million 
invested in marketable securities in- 
cluding tax certificates, $103 million 
were required to finance receivables 
and $141 million to maintain ade- 
quate inventories. Additionally, $123 
inillion represented by “other asests” 
were due from the Government. 
This latter item however is not typi- 
cal of the steel industry as a whole, 
being mainly applicable to one com- 
pany, Bethlehem Steel Co., presuma- 
bly in connection with the latter’s 
ship building activities. 

Thus the analysis of the sources of 
funds as reflected by the composite 
balance sheet reveals little if any 
infusion of Government credit. Since 
the industry obviously was able to 
finance its gigantic war task without 
resort to the latter, or to outside 
borrowing, the conclusion would ap- 
pear justified that it will be equally 
able to finance peace-time produc- 
tion without additional capital if it 
so chooses, despite the shrinking of 
the. current ratio. Asset quality is 
markedly improved as reflected by 
large percentage gains in cash and 
securities, and only moderate in- 
creases in receivables (40%) and in- 
ventories (20%), both considerably 
less than the 66% increase in total 
current assets. However, war-time 
economies in working capital were 
no doubt pronounced, due to total 
absence of competition. With the 
revival of the latter, demands on 
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working capital may well run rela- 
tively higher than now. 

The composite balance sheets of 
the Tire & Rubber industry, our next 
example, tell an entirely different 
story. War-time expansion, and re- 
sultant greater needs for working 
funds, necessitated considerable in- 
fusion of Government credit to carry 
on activities. Total assets in 1942 
show an increase of 37% against 1939 
but working capital rose only 28%. 
While current assets gained 51%, 
largely due to greatly swollen in- 
ventories and receivables, current 
liabilities advanced 72%, resulting in 
a 20% narrowing of the current 
ratio from 4.77 to 3.19 to 1. To 
provide the required additional 
working funds, bank credit as repre- 
scnted by “notes payable” was 
utilized to the extent of $17 millions. 
Retained earnings also figured large 
as indicated by sizable increases of 
reserves and surplus items, and tax 
reserves. But these sources of funds 
proved insufficient and had to be bol- 
stered by Government funds, rep- 
resented by the increase of $11 mil- 
lion in “other current liabilities” 
(Government deposits on unfilled 
crders) and a boost of $82 millions 
in ‘deferred liabilities” representing 
Government advances. Thus some 
S93 million out of the total asset 
expansion of $271 million was fur- 
nished by the Government. Since 


post-war activity of the tire & rubber 


industry is likely to continue at 
current peak levels for some time to 
catch up with the tremendous de- 
ferred demand and prospective rec- 
ord requirements of the automobile 
industry, prospects are that new 
capital is needed by the industry 
once Government credit is with- 
drawn from operations. 

Reflecting the relative stringency 
of working funds,, quick asset ex- 
pansion was far less than in the steel 
industry. On the other hand, in- 
crease of inventories was marked but 
should represent no potential post- 
war danger as the bulk should be 
usable for peace-time business. The 
net gain in receivables is rather less 
than one would expect in view of 
the huge sales increase, everything 
considered. Significantly, property 
account, gross and net, declined, the 
former 4% and the latter 10%, but 
“other assets,” partly representing 
new investments, gained materially. 
Also, the industry managed sizable 
reductions in funded debt, and 
even a small decrease in capital. 
Reserves represent some 4% of total 
assets, better than the general in- 
dustry average but cash and securities 
combined cover no more than a 
quarter of current liabilities. Inven- 
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tories of $335 million compare with 
a combined net worth of $565 mil- 
lion, normally a poor ratio, but in 
view of usability of inventories and 
Government risk assumption by no 
means a threatening factor. 

Thus while fairly creditable, the 
over-all picture diverges greatly from 
that of the steel industry. Especially 
notable is the virtually stationary 
amount of cash holdings and the ab- 
scnce of any sizable investments in 
securities, the war-time hallmark of 
liquidity in many other industries. 

Among typical. war producers, we 
find trend indications as outlined 
earlier in this article are far more 
pronounced. Take for instance 
Bendix Aviation which experienced 
all enormous expansion of activities 
resulting in asset expansion of some 
700%. Current assets increased thir- 
teen-fold but current liabilities, re- 
flecting the urgent need for addi- 
tional funds, expanded 42 times their 
1939 volume with the result that 
the current ratio contracted sharply 
from 3.35 to 1.14. However, it is 
noteworthy that principal asset ex- 
pansion occurred in current assets 
while fixed assets rose very little; the 
former in 1942 amounted to some 
Ggi% of the latter against roughly 
50% in 1939. The high percentage 
increase of quick assets is notable. 

Of total asset expansion of some 
5232 million, the Government fur- 
1ushed roughly half as evident from 
the increase of $117 million in “other 
current liabilities” which primarily 
represented Government advances 
and amounts due to the Government. 
Of the remaining half of expanded 
working funds, $10 million was de- 
rived from bank credits (notes pay- 
able), some $75 million from re- 
tained earnings as reflected by sharp 
increases in reserves, surplus and tax 
provisions while trade credit and 
accruals accounted for another $30 
million. , 

Of the aggregate of these addi- 
tional working funds, $55 million 
were used to bolster cash holdings, 
$15.58 million were invested in mar- 
ketable securities, $78.87 million 
were required to finance receivables 
and $76.52 million to maintain in- 
ventories. The latter, incidentally, 
rose over eight times 1939 volume 
and with $85 .98 million in 1942 
considerably exceeded the company’s 
net worth of $53. 74 million. Thus 
Government policy as to inventory 
liquidation is of paramount interest 
to Bendix. Contingency reserves 
amount to 4.5% of total assets. 
Basic plant expansion was nominal, 
thanks to liberal amortization, but 
special facilities, as yet unamortized, 
come to $5.20 million. This item, 


should the war end, presumably “a 
become a current asset, aiding 
working capital position as a al 
However, it is patent that the latte 
is totally insufficient to maintain 
peace-time volume similar to curre 
peak output; nor will it have. to ; 
post-war operations of Bendix wil 
doubtless run sharply lower. Post 
war capital needs hence depend p 
marily on post-war volume, an u 
known quantity and therefore pe 
niitting no definite conclusions. ‘Te 
tatively, however, it may be argue 
that in view of the company’s posj 
tion in the aviation and automotiy 
field, volume is likely to run con 
siderably above pre-war and ona 
Government credit is withdrawn, re 
maining working assets most proba 
bly will need replenishment 

In the case of United Aircraft 
Government credit entered impo 
tantly in connection with plant ex 
pansion and inventory financing 
though the latter is not directly re 
flected in the balance sheet. ‘Tota 
asset expansion was $141 millio 
thereof some $73 million were de 
rived from retained earnings, $3 
inilion were supplied by banks, Saf 
million represented trade credit an 
accruals while capital was increase 
by $25.90 million. The bank loan 
are repayable in installments frov 
reimbursement receivable from th 
Government under Emergency Plat 
Facilities contracts. The total incr@ 
iment of funds was used as shown b 
the increases on the asset side of tl 
balance sheet, that is primarily t 
finance inventories, receivables, plan 
expansion and to bolster liquid 
assets. As a result, current asset 
doubled but current liabilities ro: 
only about 65% so that the currer 
ratio actually is showing a small i1 
crease which is exceptional 

Inventories of $53.56 million con 
pare with the company’s net wort 
of $87 million. The relatively higif 
ratio of current assets to total asse 
is notewort hy. Post-war reser\ 
amount to 11.59% of total assets, 
Ligh ratio compared with standar 
adhered to in manufacturing indug 
tries. Cash and. securities togethd 
cover 44% of current liabilities. 

Basic plant expansion was modest 
amounting to no more than abou 
Sg million. Total fixed assets it 
cluding Emergency plant faciliti¢ 
not yet amortized come to $43.1 
inillion (net depreciation) agains 
$12.99 million in 1939 but the bul 
of this expansion, undertaken unde 
Government certificate, will be ré 
imbursed by the Government whic 
would also mean elimination of ou 
standing bank loans assumed in cor 
nection therewith. 
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